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Preface 
The result of the present research work is the modest 
contribution to the growing literature on some facets of the 
persisting problems of the inequalities in India and the 
reform process. Although the result obtained in this present 
research effort may not be radically innovative but atleast it 
will compel the researchers and planners to look over the 
consequences of the introduction of the new economic 
reforms. In the face of the many approaches in the form of 
poverty alleviation and employment generation programmes 
that are conceived and tried by the Government of India, the 
desired degree of result has eluded us. The greater reliance of 
the economy over market forces and the entrustment of 
development works, implemented through various 
development programmes has become the single track of 
Indian development. 
The present research work has tried to focus this 
aspect, based on the empirical evidences, and reaches the 
conclusion that the accelerated growth of the economy based 
on demand and supply forces, has proved a means of growing 
inequalities in the country. As a research scholar and citizen, 
it is my fondest hope that the present research work will 
provoke such others concerned with development to take 
further in-depth and evaluative research to strengthen the 
theme of the study. 
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1. INTRODUCTION 
After independence, with the beginning of planned economic 
development in India, it was expected that the country would register 
a high rate of economic growth. It was presumed by the planners that 
with the growth of the economy the benefi ts would trickle down to the 
poorer sections of the people. Moreover, in the Second Five Year 
plan, socialistic pattern of the society was set as the goal of economic 
planning. Despite the best intentions of our palnners, the desired 
degree of success continues to elude us. 
The quantitative indicators suggest that considerable progress 
has been made by the economy but in qualitative terms the picture 
continues to be hazy. This is so even af ter radical economic reforms 
have been introduced in the last decade having far reaching 
implications. Alongwith this various poverty alleviation and 
employment generation programmes have been initiated in the urban 
as well as the rural areas. Despite all these effor ts , the problem of 
poverty especially in the rural areas persists and these programmes 
have not been able to make a dent on the persistent poverty and 
sufferings of the masses especially in the rural areas. 
The percentage of population living below the poverty line was 
52.4 percent in 1956-57, which declined to 48.3 percent in 1977-78. 
Further due to introduction of different poverty alleviation 
programmes the percentage of population living below poverty line 
declined to 26.1 percent in 1999-00 from 45.9 percent in 1987-88. 
Unemployment is still at an alarming rate of 7.1 percent of the 
working population in 1999-2000 (NSSO, 2000). 
The slogan of reducing inequalities has dominated the 
economic, social and political scenario of the country for more than 
one and a half decade. The topic of inequalities has become a burning 
issue for the political and economic thinkers of the country. The 
process of planning has been reinforced by the philosophy of New 
Economic Programmes. It was the Fourth Five Year Plan in which 
special attention was given to the removal of poverty. Since then we 
are trying to bridge up the gulf of inequalities in India. 
In the Ninth Five Year Plan, the economists concentrated on the 
problem of unequal distribution of income and wealth; and the 
concept of growth with equity has been opted as the main strategy of 
the Ninth Five Year Plan. But unfortunately we fai led in achieving 
our target, and the number of people living below poverty line 
remains more or less the same. In this way the increasing trend of 
unequal distribution of income and wealth succeeded in drawing the 
attention of planners. And therefore, the priority of good governance 
is to ensure the well being of the poor; employment and human 
development of poor should be the basic thrust of growth strategy so 
that benefi ts there from are equally distributed. 
The devotion of planners towards reducing the inequalities 
among people can be easily seen from the strategies of the Tenth Five 
Year Plan, The basic thrust of growth strategies are: 
(i) Rapid and sustainable agricultural growth. 
(ii) Relative stability of food prices. 
(iii) Employment intensive non-agricultural growth. 
(iv) A sound system of food security, and 
(v) Human resource development. 
From the adoption of the above strategies it is clear that the 
government has realized its mistakes of policy making. Now planners 
have accepted the truth that sustained employment generation is very 
much necessary for breaking the vicious circle of poverty. In 
developing countries like India, sustained employment can be 
generated, and it will be feasible only in non-agricultural sector. The 
main cause is that, the marginal product of labourers employed on 
farms is either equal to zero or near to it. Thus, it becomes very much 
necessary for India to increase employment in non-agricultural sector 
like industrial sectors and tertiary sector. 
It is a well-known and established proposition that the future of 
a country depends on the quality of life of its citizens. Thus, it is very 
much necessary to improve the human resources. Due to advent of 
globalization, these days the supply of services to other countries has 
become a good source of foreign exchange. India has always an 
adverse balance of payments situation; it will be beneficial for her to 
supply the services to other countries to have a better foreign 
exchange reserve. Since the demand for services in international 
market depends on the efficiency and capability of human resources, 
it is necessary to give it its due importance. 
The existence of different employment generating and poverty 
alleviation programmes shows the government ' s devotion and 
sincerity to remove the inequalit ies among different regions and 
segments of population. 
1.1 IMPORTANCE AND GENERAL SIGNIFICANCE OF THE 
PRESENT STUDY 
India entered into the era of planned economic development in 
1950, and adopted a socialist pattern of planning in 1956, for the 
development of poor masses. But due to the fiscal and monetary 
problems of 1980s, as the Indian economy turned away from the 
socialist model that traditionally guided its economic development 
and moved towards greater reliance on free market and more open 
economy, there were increasing concerns that any improvement in 
economic eff iciency and economic growth may have been achieved at 
the cost of greater inequality and declining real income for the poor 
and middle class. 
Thus, the major challenge before the Indian government is how 
to balance growth with equity and free market with jpoverty 
al leviat ion programmes. It is often studied as part of broader analysis 
covering poverty and welfare, though these three concepts are 
dist inct . Inequality is a broader concept than poverty, which is 
defined over the whole distribution, not only the censored distribution 
of individuals or households below a certain poverty line. The 
question arises that why there is a renewed interest in growth and 
inequali ty? There are a number of reasons, which forced economists 
for an intense research on this topic, which are discussed as below. 
The world history is replete with the evidences of wars and 
revolutions due to increasing inequalities among the people. Different 
empirical evidences have shown that when deprived and poor have got 
sett lement near well-developed societies, they became aware with the 
discrimination made by the society to them and strong sentiment of 
revolt against government and capitalist class has occurred. The best 
example in India is the presence of separatist groups of North Eastern 
region. The presence of inequalities in the society may disturb the 
social cohesion and harmony of the region. Thus for a prosperous 
society it is necessary to have an eagle eye over the persisting 
inequali t ies in the society. 
It is a well-known fact that the future development of any 
country depends upon the human resource development or it is the 
level of human resource development, which gives guiding direction 
to a nation. As the level of human resources develops the country will 
be captive of growth and development and vice-versa. The level of 
human resource development is determined by a number of factors 
such as, education, health, life expectancy, sanitation faci l i t ies etc. 
These all facili t ies will be available to each and every person in the 
society only when there will be equitable distribution of income and 
wealth. Thus for a well-developed and prosperous society, it becomes 
very necessary that whatever growth has been achieved in the 
economy it must be distributed equally. And thereby the study of 
growth vs. equity becomes necessary, since it provides information 
about different indices of the development of the society. 
Since independence, equality among the cit izens of India is the 
main plank of our planned economic development. We are 
continuously struggling for equal status for each and every individual 
in the society. A true scenario of the Indian society that how far we 
have achieved in respect of equal distribution of the economic growth 
can be depicted with the help of the present study in di f ferent social 
and economic sphere. The study of present theme will also provide 
information and re-examine the link between inequality and growth 
i.e. as the economy has grown, how has it responded to its 
distr ibution and how did it help poor in tackling their problems? If at 
all it tends to find a negative relationship, especially when looking at 
the impact of asset distribution and growth, they assert that the more 
equal the distribution of assets such as land, the higher growth rate 
tends to be. 
Government of India has introduced a number of programmes 
for reducing the incidence of poverty and level of unemployment. To 
know the reality and reliability of these developmental programmes, it 
is necessary to analyse the performance of these programmes. How 
much, the incidence of poverty has declined? How much we are 
successful in coping with rising level of unemployment? What is our 
status in terms of HDI ranking and how much we have to go so far? 
The information regarding all these above mentioned questions are the 
basic issues of the present study. With poverty reduction in many 
countries being slow at best, the scope for public policies to have a 
poverty reduction impact through distributive effects from safety nets 
to social expenditures needs to be examined too. 
It is a well-known fact, as Keynes has pointed out that it is the 
level of aggregate demand, which determines the level of income and 
employment . As the level of aggregate demand will be high, output 
will be also high and vice-versa. The level of income, employment, 
and other different social indicators are positively correlated. A high 
level of output or income will provide more opportunity of 
employment and help in removing the incidence of poverty. But we all 
know that the level of aggregate demand particularly of consumer 
goods (which is a basis of demand for capital goods) is made by 
individual and households, not by the capitalist class. As the level of 
income of households will be more the demand for goods and services 
will be high. Therefore, the distribution of income must be equitable 
so as to have more output, more investment and employment and a 
society, free from the abuse of poverty. 
It has been vigorously accepted and there are so many 
evidences in the world showing that if the concentration of wealth is 
in a few hands, the fluctuations in the economy will be more. This 
concentrated wealth may be hoarded and dishoarded by the rich for 
their own benefi ts that adversely affect the common poor of the 
society. The best example is the banking sector of India before 
nationalization, which is mainly used by the capitalist groups for their 
own sake, and the policies of savings and investments were only 
regulated by them. But when there will be equal distr ibution of 
income and wealth, no one will be in position to affect the economy 
by his/her, single or group decision. The concentration of wealth in 
few hands also gives birth to social and political evils. Thus from the 
viewpoint of measuring degree of economic empowerment in few 
hands, the present study is important. 
It is a very old perception that capital formation depends upon 
capitalist classes only as advocated by Karl Marx ' , Robinson^ etc. 
Now this perception has proved wrong. It is the household sector, 
which saves more than the capitalist classes, i.e. more than 20% of 
GDP is saved by household sector whereas around 4% of ( jDP is 
saved by corporate sectors in India. Thus the present study becomes 
important , since it will analyse the monetary and f iscal variable. The 
study will also help in evaluation of the relevance of different growth 
theories regarding the growth of an economy and its distr ibution. 
1.2 RELEVANCE OF THE THEME IN THE CONTEXT OF 
INDIA 'S PLANNED ECONOMIC DEVELOPMENT 
There are several channels through which inequality influences 
the economic and social outcomes. With imperfect capital market, the 
cit izens with low income and little ability to provide collateral may 
find their access to capital market curtailed. This will restrict them 
from moving out of poverty, while at the same time distorted the 
resource allocation within economies and thereby negatively affects 
growth rates. Economic growth prospects can also be negatively 
influenced by inequality through the tax system. This would be the 
case if - from a political economy perspective - inequality leads to an 
ineff ic ient tax structure. Today, understanding the links between 
inequality and the performance of an economy has become an integral 
part of understanding the very process of development and the ef fec ts 
of different policies made by India during plans period. Some of the 
questions pertaining to inequality are: 
(1) Do more equal societies grow faster than less equal ones? 
(2) What are the linkages between income distribution and 
poverty? 
(3) Do different types of growth promote poverty reduction 
differently? 
(4) How does inequality affect the effect iveness of anti-poverty 
programmes? 
(5) Is macro economic stability related to inequality in any way? 
1.3 SPECIFIC OBJECTIVES OF THE THEME 
People around the world are becoming more conscious about the 
growth and the gap between the rich and the poor. Policy makers, 
researchers and academician are also increasingly recognizing the 
links between inequality and other social and economic phenomena. 
The objective of the present study is to specify what exactly is 
inequality? What are the different spheres of inequali t ies? Whether it 
is only concerned with unequal distribution of income and wealth or it 
also has concerns towards the social safety nets? How can we make a 
meaningful comparison over time or across space? Which type of 
policies could successfully reduce the inequalit ies? These questions 
are fundamental to our study. There are few studies available in this 
area, which is mainly concerned with the growth of the economy and 
its disbursement; and a few studies available to our knowledge, 
especially in the case of India that has measured the impact of 
expenditure on health, education and other indices of social safety 
nets. 
The main objective of this study is therefore to measure the 
effects of the government expenditure in the key areas of development 
like poverty, unemployment and argue for using government 
expenditure in these key areas as an instrument of redistribution 
mechanism. We will explore the proposition regarding the stability of 
inequality and poverty in the country. Further, we shall examine the 
determinants of inequality and poverty and role of public spending on 
health, education and social development. 
1.4 METHODOLOGY, SOURCES OF DATA AND GENERAL 
FRAMEWORK OF ANALYSIS 
The present research work is based on secondary data obtained 
from various sources, published and unpublished work including plan 
documents. The review of available published work on the subject is 
also undertaken. For the purpose of this study, we shall use data 
collected from various surveys of National Sample Survey (NSS) and 
Economic Survey (ES) published by the Government of India. NSS is 
the only source that provides comparable time series information on 
the level and pattern of consumption and the distr ibution of 
population by per capita consumption levels. These surveys also 
provide information regarding demography, employment and 
unemployment, consumer expenditure, land uti l ization etc. To analyse 
the effect iveness of the expenditures on education, health and other 
social developments made by the government, we shall also collect 
data from various publications of the Government of India, UNDP 
reports. World Bank Reports and studies. 
1.5 HYPOTHESES: - The pathetic conditions of Indian masses as 
revealed by the persisting problems of unemployment, poverty, 
regional disparities and unequal income distribution has always been 
at the center of Indian planning. In 1991, when India moved towards 
the greater reliance on the market forces, it was assumed that social 
sector might be adversely affected by it since market forces posi t ively 
influence eff iciency, not the welfare of the society. Therefore, the 
study is based on the following hypotheses; 
1 0 
(i) The level of inequalities in the Indian society has increased 
after the adoption of the new economic reforms. 
(ii) The growth of the economy benefi ted more the rich than the 
poor. We also hypothesise that the reform process has given 
more positive response to the secondary and tertiary sectors 
than the primary sector, and 
(iii) The differential sectoral growth influences the level of 
distribution of income and wealth and other parameters of 
inequalities. 
1.6 LIMITATIONS OF THE STUDY 
There are a number of studies that have given some useful 
analysis of income distribution and growth of the economy; but no 
one is complete in it. A comprehensive study should incorporate 
factors relat ing to the socio-economic structure of the economy, 
structural and regional differences and differences among individuals 
and households. Thus every study is subject to certain l imitations. 
These are the following limitations of the present research effor t -
1. The study is totally based on the second hand information 
obtained from different surveys of Government of India and 
other organizations. Due to the problems of data collection and 
calculation, it is possible that we could not have the exact 
f igure of the subjected variables. Problems also may arise due 
to statistical errors. 
2. The study is based on the presumption that all countries or 
regions are following the same path of growth and 
development. But in fact there are differences in the paths 
followed. 
3. This study is static in its nature and deals with inequality only 
at a point of time and links inequality with growth only. There 
1 1 
are many other social, institutional, historical and political 
factors that influence the nature of income distribution. 
4. The distribution of income is mainly affected by the pattern of 
the growth of the economy. If the growth rate of industrial 
sector will be more than the other sectors, the distribution of 
income will favour the capitalist class. Whereas, when growth 
will be observed by the primary sector, it covers the poor 
masses. It also influenced by the presence of different kinds of 
dualism, pattern of inter-sectoral transfer of resources, growing 
population etc. And all these are influenced by the government 
policies. 
5. It has been argued that the relationship between grov/th and 
inequality cannot be studied in short run. It can be measured in 
long run period if growth is not blurred by short-term 
fluctuations. 
6. Various studies of different countries have shown a different 
trend of income distribution as the economy has grown. Some 
studies have observed a decline in inequality with economic 
growth, but the share of poorest decreased though their 
absolute income level increased. Prof. Dantwala (1987)^ 
observed that poverty reduction may be a positive step to 
reduce inequality. But inequality may persist even when 
poverty is fully abolished. Market based development cannot 
provide employment to all those who prepared to work. The 
solution of poverty and inequality does not lie in economic 
reforms only, but it lies in the eff iciency and sincerity and 
committed bureaucracy and the political will. 
The present research work is divided into five chapters. The 
chapter f gives the introduction of the proposed research work and 
the II""^  chapter covers the theoretical background followed by the 
general constraints in the growth path of a developing economy like 
1 2 
India. This cliapter also includes the general impact of growth and 
development on developing economies and gross root reali t ies of such 
economies. 
Chapter Iir*^ of the present work inquires about the background 
impact of the development planning of India. It includes the general 
review of situation of inequalities, disparities in the level of living 
and such other persisting problems of poverty and human deprivation 
during the post reforms period as well as the pre-reforms period. 
Chapter IV"' is related with the economic reforms and aftermath 
in India. In this chapter we analyse the nature and characterist ics of 
packages of economic reforms. Here we also jus t i fy the intervention 
of the Government of India in the form structural adjustment . Lastly, 
this chapter concentrates on the impact of new economic policies 
since its inception on the level of economic development. 
In the V"* chapter we shall discuss the inadequacies of the new 
economic policy as revealed by unsolved and persist ing problems of 
poverty, equity, social just ice and other aspect of human 
development. To analyse the relevance of different poverty alleviation 
and employment generation programmes, introduced by central as 
well as state governments, we shall critically examine the 
performance of some selected poverty alleviation and employment 
generation programme of recent decade. 
At last of this proposed research work will be about results 
obtained on the basis the above analysis of the economic grov/th and 
its distribution among the Indian people. And lastly, we recommend 
some suggestions for solving the persisting problems of poverty, 
employment and other dimensions of social just ice. 
2. THE CONCEPT OF GROWTH VS EQUITY 
The objective of economic plans during f i f t ies to seventies in 
the developing countries mainly concentrated on economic growth. 
Thereaf ter , economists began to realize that planned growth in such 
economies had failed to bring social just ice. Many studies found that 
more emphasis on growth rates only had increased poverty, inequality 
of income and unemployment instead of reducing them. 
Thus, this idea of growth without social just ice has been called 
into question by economists and policy makers. And they arrived at a 
consensus that development strategies should be equity oriented. 
Therefore, it can be said that there should be growth with equity. 
When we talk about growth vs. equity, it strikes in our mind, 
what is growth? What do we mean by equity and how these two words 
are related to each other? 
Economic activity is concerned with the provision of goods and 
services, needed to satisfy human wants, individual as well as 
collective. Hence, economic growth of a f irm, an industry, a nation, 
or a region means a sustained increase in output of such goods & 
services, yet there is no universally acceptable definit ion of the term 
'g rowth ' . For different economists it has different meaning. Some 
economists believe that economic growth can be precisely measured 
in terms of national income. Others state that economic growth may 
be defined as a rate of expansion that can move an underdeveloped 
country f rom a subsistence mode of living to a higher level of 
consumption. For an advanced economy, it means a continuation of 
existing rate of growth. Rapid economic growth has been accompanied 
by industrialization as it happened in European countries like UK, 
Germany, and France etc. But more accurately it can be described in 
terms of greater commercialization of economic activities. 
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Friedman defines economic growth as "an expansion of the 
system in one or more dimensions without a change in its structure." 
In sum we can say that the economic growth is related to quantitative 
sustained increase in the country 's per capita output or income 
accompanied by expansion in its labour force consumption, capital 
and volume of trade. 
The term 'Equi ty ' is used for equality, generally. By equity we 
mean that all men are equal and all should be entit led to identity of 
treatment and income. Men are born free and equal in respect of their 
r ights. But in practical life this is not true. Different people have 
dif ferent physical ability, capacity and temperament. Equality does 
not refer to the identity of treatment or the sameness of reward. If a 
non-trained labour gets the same reward as a trained one, then the 
purpose of society will be defeated. Therefore equality means first of 
all the absence of social privilege. 
Equity refers that adequate opportunities are lef t open to all. 
Economic equality is the attempt to expunge all d i f ferences in wealth 
allott ing to every man and woman, and equal share in worldly goods. 
But, it can never be materialized in the practical world. By economic 
equality we mean the provision of equal opportunities to all so that 
they will be able to make their economic progress. 
As noted before, many studies suggest that the growth of the 
Indian economy led to an increase in inter-regional inequalities. There 
is also considerable evidence to suggest that it also led to an increase 
in inter-personal inequalities. The people of sound income group have 
been benefi ted much more from economic growth as compared to low 
income groups. The crux of the argument is that, while the plans have 
led to an increase in national output or per-capita output and 
productivity of the economy, it has also led to an increase in 
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inequalit ies with the poor having been left far behind in the 
developmental race. Thus, too much emphasis on 'grov^^th' has 
neglected the 'equi ty ' consideration. Therefore, instead of achieving 
growth with equity, it has become growth vs. equity. 
It has been advocated that, inequality can be tackled by using 
the fol lowing three strategies, simultaneously; 
(a) Economic growth 
(b)Human development, and 
(c) Anti-poverty programmes 
The only way to achieve (for developing countries) a rapid 
growth of the economy is to free the market from different 
restr ict ions on establishing new industries, high rate of corporate tax, 
restr ict ions on exports and imports through the means of quotas and 
tar i f fs and the development of excellent infra-structure facil i t ies by 
construction of roads, railways and innovations in communication 
system which provides the means for a smooth running of the 
economy. This requires a change in some laws, which would help to 
make the economy more eff icient in uti l ization of resources in the 
developing countries, especially in public sector. 
For reducing the inequalities between the haves and have-nots, 
we need huge amounts of funds to launch anti-poverty programmes. 
Again without human development and suff icient rural and urban 
infrastructure the majority can not benefi t from growth. Therefore, 
the main aim of planners should be to ensure equitable distribution of 
income and wealth so that the fruits of economic growth are fairly 
distr ibuted. 
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2.1 THEORETICAL BACKGROUND 
The structure of the developing economy is characterized by a 
variety of distortions, which are responsible for highly ineff icient and 
iniquitous economic system. To solve these problems the governments 
of under-developed countries follow a stabilization and structural 
adjustment programme, for improving the level of eff iciency in the 
economy. Such efficiency gains are sought to be attained through the 
process of liberalization, globalization and privatization of the 
economic system. But the question is, does this process of LPG 
(liberalization, privatization and globalization) address the problem 
of equity? Is the focus entirely on the production and productivity 
with a negligible emphasis on equal distr ibution? 
It is quite clear from the economic scenario of developing 
economies that exists these days, there is stagnation in the reduction 
of unemployment and poverty. Despite the all ef for ts made by 
governments to reduce inequality and improve the human life, still all 
developing countries are at the bottom in HDI ranking. India ranks 
127"^ in Human Development Index report of 2003.^ On this giound 
we can argue that equity or the income and asset distributional 
implications of LPG are limited. It seems that social dimension of the 
adjustment and stabilization programme are not concerned with the 
reduction of existing inequity. But it aimed at not allowing 
deteriorat ion in the structure of asset and income distr ibution. 
These days there is a marked tendency to dismiss the issue of 
redistr ibution of income and wealth. It is an irritating piece of 
irrelevant conversation where the issue of growth is concerned. It has 
been rightly stated that without growth all we can redistribute is 
poverty. Of course this is true but it does not mean that we swallow 
the two propositions regarding the growth and distribution of output. 
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(1) The first is that we should be mainly concerned with 
the growth of economy. If economy grows, poverty 
will take care of itself. 
(2) The second proposit ion is that the degree of 
inequality has no adverse implications for growth. 
Western economic thought suggests that the goals of economic 
growth and income distribution are incompatible. It emphasizes the 
maximizat ion of growth rate of the economy, leaving the income 
distribution untouched. According to Prof. Lewis, "It is like riding 
the horse of economic development and leaving the horse of economic 
equity to feed for i t s e l f . ^ 
The classical economists were also in favour of income 
inequality. They believed that the equal distr ibution of income and 
wealth discourages savings. Where, there is equal distr ibution of 
income, as economy grows, working classes also get more incomes, 
which increases their consumption. And thus decreases savings and 
increases population. Therefore they believed that inequalit ies of 
income were necessary to provide the incentive for economic growth. 
Though according to Marx^ income inequality will bring 
capitalism, he argued that income inequali t ies reduce the consumption 
of masses. This leads to fall in aggregate demand of good and services 
and creates the problem of over production. In such type of situation 
there would be cumulative over production and under consumption, 
and economy will move towards secular stagnation. 
The person who firstly pleaded for income equality was Lord 
O 
Keynes. According to him a country that saves more due to unequal 
distr ibution of income and wealth will suffer from secular stagnation 
because inequalities would reduce its consumption capacity and bring 
contraction in aggregate demand. This discourages the investors to 
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invest, which will lead to fall in production and slowing down of 
economic activities. 
Simon Kuznets^ showed the relationship between growth and 
equity of income and wealth by an inverse U shape curve. His 
hypothesis is based on the experience of developed countries. 
According to his hypothesis, historically there was a tendency for 
income inequalities to increase first and then to reduce as countries 
develop. It was believed that a high degree of inequality in the 
distribution of income has a favourable effect on economic growth in 
the early stages of growth. And as economy grows, its benefi t would 
automatically" trickle down" to the lower income groups over the 
long run. Hence this approach advocates for the maximization of the 
growth rate of the economy by improving the level of capital 
accumulation, infrastructure facil i t ies and productive capacity of the 
economy. One possible policy implication is that one must try to 
expedite the growth process to get the declining side of the curve 
quickly enough. 
In the sixties and seventies the experiences of developing 
countries such as Brazil, suggest that the distribution of income and 
wealth might worsen by the growth. This gave rise to the idea that 
active intervention of government is required to manage the 
distributional consequences of growth process. 
In the eyes of WDR (1990), the growth and equitable 
distribution of wealth could go hand in hand, provided the right 
policies are adopted. These policies have been identif ied in literature 
on, land reform, investment in education, t ransfers of income for food 
subsidies, employment-generating schemes etc. 
Some of the recent literature goes further and suggests that 
growth reduces inequalities in the long run. The relationship between 
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growth and equity has tended to be U shape instead of inverted U 
shape pattern as postulated by Prof. Kuznets. 
2.2 GENERAL CONSTRAINTS TO LDCs 
Basically economic development is the process of increment of 
productivity in all sectors of economy. This development process is a 
funct ion of level of technology. For obtaining a high level of 
technology, the economy is required to have machines, equipments, 
tools and instruments of production and also trained labour force to 
handle these equipments and means of production. In a nutshell, 
economic development is a process of stepping up the rate of capital 
formation. But it must be emphasized that, capital is a necessary 
condit ions but not a sufficient condit ion of economic development, 
which depends on such non-economic factors as social alti tudes, 
polit ical conditions, human endowments and eff ic ient governance. 
Thus, under-developed countries are not only facing the 
economic obstacles but non-economic ones also in the way of their 
developmental path. The major constrains are listed below: 
2.2.1 CAPITAL FORMATION 
All under-developed countries have a problem of capital 
deficiency. Capital is quite necessary to step up the rate of capital 
formation; so that community can accumulate large stock of machines, 
tools and equipments that gears into production. Not only this, capital 
fo rmation requires the creation of skill formation so that the physical 
apparatus or equipment can be utilized to raise the level of 
productivity. 
In all LDCs, the masses are poor, illiterate and unskilled, use 
outdated methods of production. Thus, their marginal productivity is 
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extremely low. As a result low income is generated and thus low 
capital formation. The consumption level is as low that it is diff icul t 
to restrict it further to increase the capital stock. 
In LDCs most savings are made by high income groups. But 
these do not flow into productive channels. These are used to hoard 
real estate, commodity hoards, money lending speculation etc. The 
main reason for the lack of incentives to save and invest are imperfect 
market, law and order problem, political instability, unsettled 
monetary condition, lack of continuity in economic life, small extent 
of domestic market, diff icult ies in securing funds for investment 
purposes, lack of skilled labour and factor mobility, absence of basic 
services and scarcity of entrepreneurial ability. 
2.»2.2 VICIOUS CIRCLE OF POVERTY 
The circular relationship that tends to perpetuate the low level 
of development in LDCs is known as 'vicious circle of pover ty ' . The 
economic forces tending to act and react upon one another in such a 
way as to keep a poor country in a state of poverty. 
In LDCs total productivity is low due to deficiency of capital, 
market imperfection, economic backwardness and under-development. 
The vicious circle qperates both on the demand side and on the supply 
side. On the demand side the low level of real income leads to a low 
level of demands which in turn leads a low level of investment and 
hence back to deficiency of capital, low productivity and low income. 
On the supply side low level of real income leaves people with small 
savings. This leads to low level of investment and capital deficiency. 
As a result there is low level of productivity and again low income. 
The productive capacity of a country guards over the 
development of natural resources. If the people are backward and 
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illiterate, lack in technical skill, knowledge and entrepreneurial 
activity, the natural resources will tend to underuti l ized and even 
misutil ized. 
2.2.3 CAPITAL OUTPUT RATIO 
The term capital output ratio refers to the number of units of 
capital that are required in order to produce one unit of output. In 
other words it reflects the productivity of capital in the economy. If 
the COR is high productivity will be low and vice versa. The main 
obstacle to the LDCs is that all countries have a high COR, showing 
inefficient util ization of capital, which is scarce in LDCs. 
2.2.4 GROWTH OF POPULATION 
Rapid growth of population is considered to be an obstacle to 
economic growth. In terms of per capita income, the benefi ts of 
growth spread thinly. This, thin spread of benefi ts of growth leads to 
low savings and creates the problem of vicious circle of poverty. This 
highlights the need for a wide and active programme of family 
l imitations so that the benefits of massive developmental effor ts are 
not dissipated. 
2.2.5 HUMAN CAPITAL 
An important determinant of economic growth is the building 
up of human capital by focusing on education and health and thereby 
increasing the productivity of the economy. The low level of human 
resources is an important factor responsible for underdevelopment of 
the economy of LDCs. Such countries possess lack of critical skills 
and knowledge required for all round development of the economy. To 
a considerable extent, the existence of surplus labour is due to the 
shortage of critical skills. Lack of human resource development 
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produces low productivity, factor immobility, limited specialization 
in occupation that minimizes the incentives for economic 
development. Since LDCs have a dearth of critical skill and 
knowledge, physical capital whether indigenous or imported cannot be 
positively utilized. As a result machines break down and wear out 
soon, materials and components are wasted, the quality of production 
falls and costs rise. 
2.2.6 AGRICULTURAL CONSTRAINTS 
In LDCs agriculture has a dominant share in national income 
and a large part of their export earning is collected from agricultural 
sector. Agricultural practices are controlled by custom and tradition. 
A village is fearful of science. For many villages insecticide is a 
taboo. A new and improved seed is suspect. To try, it is a gamble. 
Fertil izers for example are indeed a risk. To adopt these untried 
methods might be to risk failure. And failure could mean starvation, 
as said by Alvin Hansen.'® 
It is not the behaviour of farmers, but the constraints are found 
in the environment in which farmers operate. Most LDCs are situated 
in tropical and sub-tropical zones where climate is not good. Due to 
heat and heavy rains, their soil are poor in organic matter. As a result 
agricultural output fails to meet the rising demand of the developing 
economy. Thus, the poor performance of agriculture is a major 
constraint on the sluggish economic growth of LDCs. 
2.2.7 FOREIGN EXCHANGE CONSTRAINT 
Many economists like Lewis, Myrdal, maintained that certain 
forces operate in the economy as a result of which the gains from 
trade have gone mainly to developed countries leading to foreign 
exchange constraint. 
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After the opening up of the underdeveloped economies exports 
are increased. But it does not benefi t the other sectors. As export 
sector develops the other sectors are neglected. On the other hand too 
much dependence on exports, exposed these countries to international 
f luctuations. During depression the terms of trade becomes adverse 
and foreign exchange earnings fall . This creates BOPs problem for 
LDCs. But they are unable to take the advantage of the fall in prices 
of their product by increasing their exports due to inelastic nature of 
supply. Similarly they are unable to benefi t f rom boom in world 
market. Improved terms of trade are not accompanied by an increase 
in output and employment due to market imperfect ions and structural 
maladjustments . 
2.2.8 SOCIAL AND POLITICAL CONSTRAINTS 
Social scientists and historians have vigorously stated a dual 
relationship between the structure of a society and its economic 
activities. It is widely perceived that the character, scale and growth 
capacity of any economy are strongly related to the whole social and 
polit ical structure. 
The development of a society is monitored by its productive 
capacity. As far as labour force is concerned, productivity is 
positively associated with skill & knowledge of workers. It is 
unfortunate that in India still public sector units are under the trap of 
ineff icient workers and off icials in the name of reservation of jobs for 
some classes. This system is very harmful for nation if it continues in 
nation building institutions, like educational institutes, administrative 
blocks etc. We should be thankful to the policies of globalization, 
privatization and liberalization, which partially save the economy 
from these problems. But these policies are feasible only for private 
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sector, it is not going to affect the reservation system in public sector, 
and public sector still depends on the grace of God. 
The problems of ethnic and religious tensions and occasional 
violence have always existed in India. These situations may have 
accelerated the incidence of economic and political discrimination. 
Ethnicity and religion play a major role in the success or failure of 
developmental efforts . Clearly, greater the ethnic and religious 
diversities in a country, the more likely it is that, there will be 
internal strife and political instability. Therefore, it is not surprising 
that some of the most successful recent development experiences (i.e. 
South Korea, Taiwan etc) have occurred in culturally homogenous 
societies. Therefore, all these racial, ethnic or religious 
discrimination will be equally pernicious for India where these factors 
are extremely dominant. 
Again we could not ignore the tradit ions and customs of LDCs 
as an important factor, which harshly affect the development process. 
These are main reasons of backwardness in our societies, particularly 
in rural areas where (still more than 60 percent population is living), 
tradit ions and customs are followed whole-heartedly. The best 
example is the priest class in Hindu society. They only part icipate in 
ceremonials and festivals for their l ivelihood. They consider it odd to 
participate in other means of livelihood. 
Wealth is desired as a means of power, whether it is power of 
bribery, political power or other forms of power. However, wealth is 
not always the easiest and good means of power and prestige. 
Particularly for India it is not so. As, in Hindu society, it is priestly 
clan that all others respect. In some societies prestige gets due to 
birth in noble families. Thus in any country the most enterprising 
youngmen will try to distinguish themselves in the ways which win 
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the highest distinction. They will turn their thoughts towards 
economic activities only if the successful organizers of economic 
activity can achieve the highest honour. Here again most LDCs fail 
because prestige and power is acquired on the basis of caste, race, 
religion etc. 
Apart from the above factors a strong sentiment of national 
cohesion and patriotic thoughts would be helpful to economic 
development whether the pioneering is done by individuals or by 
government. India is facing these types of undesirable situation. This 
can be easily seen through the emergence of communal and racial 
clashes and discrimination on the basis of cast and religion. The 
presence of all these evils is weakening the sentiments of patriotism. 
The involvement of polit icians in di f ferent scandals and scams also 
shows the lack of patriotism among top leaders. The wide spread 
terrorism in different states also shows the lack of patriotism. All 
these problems have dual effect on the economy. On the one hand it 
affects adversely the eff iciency of the economy on the other hand the 
governments are spending mill ions of rupees to control the affected 
areas, which are totally unproductive. 
2.3 GRASS ROOT REALITIES OF UNDERDEVELOPED 
COUNTRIES 
It is unwanted and disgusting reality for a poor country that it 
is poor. Poverty is itself a cause and consequence of poverty in less 
developed countries. There is presence of glaring inequalities in the 
society. Monetary and fiscal policies seem to be pro-poor in 
appearance but in application they are pro-rich and favour the rich 
only. In less-developed countries the problem of entrepreneurship is a 
good cause for under-development. Though government always 
represents itself being pro-poor but in practice shows little concern 
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for masses. Following are the some grass root realities regarding 
under-developed countries. 
2.3.1 INEFFICIENT UTILIZATION OF RESOURCES: 
As far as natural resources are concerned, generally LDCs are 
abundant in it, but these are suboptimally exploited. Subsistence 
agriculture rules over these countries and keep masses very poor. 
Yields are low due to low physical productivity per hectare and low 
revenue as well. Level of water harvesting is dismally poor and 
ineff icient . The use of modern inputs is inadequate. Mill ions of 
people are so marginal that they work as wage labourers in most part 
of the year. 
2.3.2 THE PROBLEM OF POPULATION EXPLOSION: 
The population explosion appears in a country due to fal l ing 
death rate and increasing birth rate. This causes an explosive 
demographic consumption and a little real saving is lef t for real 
capital formation. It is common to find many indigent famil ies having 
7 to 8 serviving children in these countries. Population explosion 
works as a stumbling block in the developmental work because they 
consume a handsome part of newly produced GDP. 
The dependency ratio of non-producers on producers is also 
high. The quality of life is very poor with low life expectancy and 
high infant mortality rate. Education and skill building insti tutes get a 
marginal allocation of funds and causes poor human resource 
development. 
2.3.3 VICIOUS CIRCLE OF POVERTY: 
It shows the conditions of circular and cumulative constellation 
of forces, which keeps a country in the state of poverty. The main 
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reason of this is that the beneficial effects of many economic 
activities are far out weighed by the adverse effects . The sum is that a 
poor country is poor because it is poor. Low level of income of LDCs 
restrict the economy at low level of savings due to a high population 
growth rate, unproductive consumption, unequal distribution of 
wealth, waste of funds by political and bureaucratic system, 
demonstration effect , habits of poor to invest more in precious metals 
and losses in PSUs. 
To cope with modern world, the adoption of capital intensive 
technology, high maintenance cost of military, election burden in 
democratic nations, oppressive taxation system etc. are also some 
responsible factors for low level of capital formation in LDCs. 
2.3.4 PATHETIC INDUSTRIAL GROWTH AND 
URBANIZATION: 
In many less developed countries the share of industrial sector 
is even less than 15 percent in GDP. The main reason behind this is 
that in underdeveloped countries the public sector undertakings 
become capital consuming rather than capital generating sector. 
To decrease regional imbalances in di f ferent regions, 
government introduced many schemes like tax holiday for 
industrialization in backward regions. These schemes in LDCs proved 
beneficial in their early stages but in long run it becomes costly and 
burden on the government. Ultimately the costs were borne by the 
natives. And lastly government has no option but borrowing funds 
from banks and non-banking insti tutions and failed to return thern. 
Industrialization process in LDCs also adversely affected by (a) 
use of discarded technology, (b) mixture of industrial product is in 
favour of luxury goods or war goods, and (c) poor quality of product 
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debt as debt because it shows only transfer of payment within the 
national. The rich are interest receivers and poor are taxpayers to pay 
interest of these debts. Day by day, the government of LDCs is 
becoming fiscalist for the rich and monetarist for the poor. 
LDCs are also facing the problem of util ization of public debt. 
The relief work syndrome has overwhelmed, the fiscal scene. Every 
government of LDCs is devising its fiscal policies in such a v/ay that 
creates vote banks for them. Massive deficit f inancing bring high rate 
of inf lat ion. The public expenditure is becoming more and more 
wasteful . Polit icians and bureaucrats have learnt the system of 
siphoning off funds for their personal use. 
The emergence of bank scams and different types of financial 
scams are itself revealing the unprogressive monetary system. The 
masses save only after practicing frugali ty and abstinence but the 
financial system pays a very low rate of interest which are far below 
the shadow rate of interest. Still moneylenders rule the roost in rural 
economy. Another depressing and distressing aspect of some LDCs is 
that a large segment of the economy are still not monetized. And this 
is the main reason why monetary tools are less effect ive. 
The bill market is not sufficiently developed, as it is needed to 
cope with the globalised economy. Now in almost all LDCs these bills 
and bankers receipts have become instrument of taking out money 
from banks. Banks went in rural and backward regions but bankers did 
not. Again the system of differential rate of interest benefi ted only 
the capitalists rather than poor individuals or the needy people. 
2.3.6 THE WORKING OF BACKWASH EFFECT: 
This effect is still valid in less developed countries. The 
developed countries put all sorts of restrictions on the imports from 
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LDCs and also pay low prices for goods of LDCs. whereas developed 
countries sell their superfluous goods and charge also higher prices. 
The multinational companies are also draining the resources of LDCs. 
These companies invest in mineral extraction and plantat ions. Again 
the developed nations always keep hot and cold war alive in some 
parts of the world so that they can sell their defense products. 
There is considerable brain drain from less developed countries. 
The investment made by LDCs in training doctors and engineers goes 
waste for them. They are util ized by developed economies only by 
providing handsome salaries to them. 
There is an increasing perception that developed countries are 
not only selling their product and outdated technology dearer but also 
charges exorbitant prices. The terms of trade always moves in favour 
of developed countries. LDCs have to pay relatively higher prices for 
imports and getting lower prices for exports. LDCs are still exporters 
of raw materials or minerals mostly. 
In LDCs, demonstration effects prevail in each part of the 
economic activity like consumption, production, industrial or off ice 
organisation, administration etc. The result of all these things is that 
the spread effect of international economic relations has been changed 
in backwash effect . 
2.3.7 LESS DEVELOPED INFRASTRUCTURAL FACILITIES: 
Infrastructural facil i t ies like banking services, medical 
services, education and training facil i t ies, irrigation etc. are provided 
by the public sector. Private sector does not have capacity or 
will ingness to provide these facil i t ies due to long gestation period and 
low profits. In early stages of investment in infrastructure had 
produced good results but soon it becomes capital guzzling units due 
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to a mounting and monumental losses. Most of the electricity board of 
India, state road transport organisation are in deep f inancial crisis. 
Investors do not want to invest, where the infrastructural sector 
is in a mess. This is the main reason of deficient amount of FDI in 
most LDCs. Mostly, rural areas are neglected by private sector as well 
as public sector. 
2.3.8 WASTE OF HUMAN RESOURCE AND MANPOWER: 
Most LDCs are abound in human capital but the surplus 
manpower is inefficiently utilized. Employment generation has not 
been a leader of planning but a produce in most LDCs. In most LDCs 
the question is not that how many persons are unemployed but how 
much is. It is estimated that most of developing countries have about 
1/4'*^ of their adult workforce as under-employed. 
2.3.9 EXPLOITATIVE POLITICAL AND BUREAUCRATIC 
STRUCTURE: 
For a considerable period of time the leaders of underdeveloped 
nations blamed their past rulers or masters. The leaders of freedom 
fighters did good work and had honest intention. However, af ter their 
exit the new generation of rulers has taken over. They always 
maintained a close nexus with underworld dons. The criminals require 
poli t icians and polit icians require criminals. A high corrupt poli t ical 
system breeds a highly corrupt bureaucratic system. Even in some 
countries judiciary is also corrupt. In many less developed countries 
people are lazy and not motivated to excel. In these countries leaders 
are not able and capable to devise a good mixture of capital ism and 
socialism. Some countries are plagued by the problem of t r ibal ism. 
Military dictatorship has not been able to keep the societies 
disciplined and eff icient . Political instability have been a great 
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constraint in the way of FDIs and FIIs. The communal and racial 
violence have taken many countries back by decades. 
Modern colonialism is going to be revived. In the unipolar 
world the super power will dictate trade and transfer term. In the 
absence of obeying their dictum, different sanctions have been levied 
and even direct attacks have been made in the garb of UN action. 
In the name of saving the persons from decadent value, 
fundamental ism in several countries is taking persons back to several 
centuries. Women are relegated to the background. They cannot 
part icipate in socio-economic development process. Ruthless killing 
and suppression of general people are being witnessed. Separatist 
movements are being financed by different developed countries to 
keep a poor country in the state of poverty. Rural people continue to 
be steeped in ignorance and supersti t ion and too many unproductive 
ri tuals. Religions are once again being used as opium to keep masses 
in stupor. 
3 GROWTH OF THE ECONOMY AND EXISTENCE OF 
INEQUALITY IN INDIA 
With the independence of India in 1947, one phase of historic 
struggle ended and an indispensable new one i.e. struggle for 
economic freedom emerged. It was expected that our political freedom 
would redeem the long existing problems of Indian people. But even 
after completion of more than f if ty years of economic planning, we 
failed to wipeout tears from the eyes of the poor. The economic 
planning has resulted in an increase in average per capita income, but 
still our per capita income is very low as compared to other developed 
nations. Inspite of the growth in per capita income, due to 
maldistr ibution of resources, concentration of industries in few 
regions and above all working of backwash effect , the income 
inequalit ies have grown among Indians. This resulted in a mass 
existence of poverty in Indian Territory. On the one hand the 
existence of widespread poverty has badly affected the v/orking 
capacity of labour force while on the other hand it created many 
social evils like corruption, illiteracy and poor quality of life etc. It 
becomes necessary therefore, to have an intensive investigation on the 
existence of inequalit ies among Indians. 
There has been a lot of debate on how much poor people share 
in economic growth. Some have argued that in developing countries 
distr ibution gets worse before it gets better. Some have even argued 
that pro-poor economic growth is nearly impossible at the early stages 
of an economic take-off . There has also been debate about the ef fec ts 
of growth in specific sectors. For example some have claimed that 
form output growth is the key to reducing rural poverty, others argue 
that the increased crop yields brought by the Green Revolution during 
1960s, mostly benefited well-off farmers, providing little or no gain 
to rural poor. The importance of growth in manufacturing and services 
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scclor in respect of income distr ibution, have been similarly 
controversial. It is, therefore, necessary to know about how economic 
growth responded to reduction in inequalit ies in India, where a major 
part of world 's poor people live. 
There is a large number of indices that can be used to examine 
the existence of inequalities in any society. Some advocate poverty as 
the measure of inequality, since it bifurcates the whole population 
into two segments, one having suff ic ient income to maintain his/her 
working capacity and other who cannot even have the necessities of 
l ife. Distribution of income, i.e. how much is shared in the total 
output by a particular group, has been ranked over poverty as a 
measure of inequality because it talks merely about this share in the 
total output. Regional disparities serve as an important indicator 
through which we come to know about the resources and different 
means of life on regional basis. Meanwhile we cannot ignore the 
existence of unemployment in the economy that is also important 
when we talk about inequalities. It is the root cause for unequal 
distribution of income and wealth. Besides these indicators, other 
includes literacy gap, etc. At this juncture it becomes very diff icult to 
deal with all. We will, therefore, examine and analyse the following 
four inequality indicators and how these indicators are influenced by 
growth. 
A: Poverty 
B: Income Inequality 
C: Unemployment 
D: Regional Disparities 
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3.1 POVERTY 
B.S. Rownt ree" was the first economist who defined 'poverty ' 
in a systematic manner. He measures poverty in terms of the minimum 
earnings required to maintain health and physical eff iciency. It can be 
defined as a socio-economic phenomenon in which a person is unable 
to attain the facil i t ies that are necessary for existence of a subsistence 
level of living and maintenance of his/her working capacity. It is a 
social phenomenon because; it is the society that determines norms 
for a subsistence level of living. The other most important factor that 
determines the occurrence of poverty in a society, is the economic 
condition of the region. When the economy is strong, society will be 
aff luent . Thus two factors are highly inseparable in determining the 
norms for the estimation of incidence of poverty. "Poverty has always 
had several not entirely separable meanings and is always defined 
according to the conventions of society in which it occurs". '^ 
The study of poverty has always been a burning issue since it 
investigates into the attainment of basic necessit ies by the society. 
The main problem before India in estimating poverty is the 
availabili ty of appropriate and reliable data for direct estimation of 
the extent of poverty. Though many surveys have thrown light on the 
dimensions and causes of poverty in India ranging from village level 
studies to national surveys but there have always been some question 
marks on it. However, by far the most important tool for monitoring 
poverty since 1960s is household consumer expenditure surveys, 
conducted by National Sample Survey Organisation. By and large for 
the study of poverty in India, economists have particularly relied on 
this data. 
3.1.1 ESTIMATE OF P.D. OJHA'^ 
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P.D. Ojha determined poverty line on the basis of calorie 
intake. Converting calorie intake of 2250 calorie in terms of per 
capita consumption expenditure at 1960-61 prices, he calculated Rs. 
15-18 monthly per capita consumption expenditure in Urban areas and 
Rs, 8-11 in rural areas as poverty line. For the year 1960-61 total 
number of persons below poverty line was 190 million in which a 
large number of persons (184 million) lived in rural areas and only 6 
mill ion persons belonged to urban areas. In terms of percentage, 44 
percent of total population were classif ied as poor in which 51.8 
percent was accounted by rural areas and 7.6 percent by urban areas. 
3.1.2 ESTIMATE OF DANDEKAR AND RATH*^ 
Contradicting the poverty line of Planning Commission, Prof. 
V.M. Dandekar and Nilkantha Rath had defined poverty as, ' that level 
of consumer expenditure is desirable which secures a diet adequate 
atleast in terms of calories. In 1960-61, this was Rs. 170 per capita 
per annum for rural households and Rs. 271 per capita per annum for 
urban households ' '^ . On the basis of this new poverty line, Dandekar 
and Rath estimated that, ' in 1960-61, about 40 percent of rural 
population and about 50 percent of urban population lived below the 
desirable minimum'. '® 
3.1.3 ESTIMATE OF GAURAV DATT 17 
They have estimated the incidence of poverty in India for a 
period of 1951-92 on the basis of data available f rom NSSO. The 
poverty line used by them was based on calorie intake, i.e. per capita 
daily intake. For rural areas it was 2400 calories and for urban areas 
it was 2100 calories. In monetary terms it was estimated as Rs. 49 per 
capita per- month for rural poverty line and Rs. 57 per capita per 
month for urban poverty line at 1973-74 prices. This study shows a 
decline of 15 percent in poverty index in terms of Head Count Index 
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during 1951-92. The poverty ratio decreased to 38 percent from 53 
percent in 1951. An impressive performance had been shown by rural 
areas as compared to urban areas. A decline of 16 percent is 
registered by rural areas where poverty ratio declined to 39 percent 
f rom 55 percent during the period of 1951 to 1992. 
They concluded, ' the trend of annual rate of decline in Head 
Count Index during 1951-92 was about 0.8 per cent per year. Most of 
the gains in poverty reduction were concentrated over the late 1970s 
and early 1980s. Indeed, it was not until the early 1980s that India ' s 
poverty measure fell appreciably below the levels of 30 years earlier. 
The decline in poverty rates has however not been very large enough 
or sustained enough to halt the burgeoning ranks of the poor. With the 
absolute number of the poor having increased by more than 120 
million over the four decades, (from 199 million in 1951-55 to about 
323 mill ion in 1991-92), 'Garibi Hatao (removed poverty) still 
• 18 remains an elusive goal ' . 
3.1.4 ESTIMATE OF MINHAS^' 
B.S. Minhas, L.R. Jain and S.D. Tendulkar have made a study 
of incidence of poverty for the period 1970-71 to 1987-88 with the 
help of NSS data, using adjusted price relatives of the consumer price 
index series. The study was based on data collected from 20 states. 
The study revealed that, the incidence of poverty in rural India 
declined from 58.8 percent in 1970-71 to 50.8 percent in 1983 and 
further to 48.7 percent in 1987-88. In urban region, poverty ratio was 
46.2 percent in 1970-71 which decreased to 39.7 percent in 1983 and 
further declined to 37.8 percent in 1987-88. For all India, poverty 
ratio declined to 48.1 percent in 1983 from 56.3 percent in 1970-71 
and further reduced to 45.9 percent in 1987-88. But in terms of 
absolute number, the number of rural poors rose to 284 million in 
1987-88 from 258 million in 1970-71. In case of urban India also the 
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number of the poor rose to 77 milllion in 1987-88 from 50 million in 
1970-71. Overall the total number of population below poverty line 
grew to 361 million in 1987-88 from 308 million in 1970-71. 
3.1.5 ESTIMATE OF PLANNING COMMISSION^" 
Under the chairmanship of Prof. D.T. Lakdawala, an 'Expert 
Group' was constituted by the Planning Commission of India in 1989 
to estimate the proportion and number of the poor in India. The group 
recommended a monthly per capita total expenditure was Rs. 49.09 
(rural)and Rs. 56.64 (urban), rounded respectively to Rs. 49 and Rs. 
57 at all India level at 1973-74 prices. These estimates reveal that 
rural poverty ratio has declined from 56.4 percent in 1973-74 to 39.1 
percent in 1987-88. As compared with this there is a relatively 
smaller declined in the urban poverty ratio, which has come down 
from 49.2 percent in 1973-74 to 40.1 percent in 1987-88. The overall 
poverty ratio has, therefore, declined from 54.9 percent in 1973-74 to 
39.3 percent in 1987-88. An important f inding of the study is that for 
the first time, the urban poverty ratio has been estimated to be higher 
than the rural poverty ratio. In absolute terms, the number of urban 
poor has risen from 60.3 million in 1973-74 to 83.3 mill ion in 1987-
88. 
According to the estimate of Planning Commission, f ive states 
viz; Uttar Pradesh, Bihar, Maharashtra, West Bengal and Madhya 
Pradesh account for 181.4 million poor in 1987-88. In relative terms 
58 percent of the total poor in India reside in these f ive states. 
Generally, India registered a decline in the number of poor, but 
unfortunately, during 1973-74 and 1987-88, there is an absolute 
increase in the number of the poor in Orissa, Bihar, Maharashtra, 
Assam and Uttar Pradesh. In Bihar the number of poor increased to 44 
million from 37 million during this period. 
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We have, thus a large number of estimates of poverty in India 
for di f ferent periods by different scholars or group of scholars. Their 
methodology of estimation of poverty is also different . The individual 
studies have shown a different methodology of poverty est imates from 
planning commission. But since we do not have any individual study / 
group study about estimation of poverty in India regularly, we could 
not make a comparison of extent of poverty between pre-reform 
period and post-reform period. Thus, we are bound to rely on the 
poverty estimates made by the Planning Commission, based on their 
off ic ial methodology. 
3.1.6 GROWTH OF THE ECONOMY AND POVERTY 
Jacob Viner^^ is associated with the concept of economic 
growth and its impact on the distribution of income and wealth. He 
insists that, ' the reduction of mass poverty be made the crucial test of 
economic growth'.^^ India has long been concerned with the number 
of its people living in poverty even since the country achieved 
independence in 1947. In the early 1950s nearly half of India ' s 
population was living in poverty. Since then poverty has declined but 
at a slow rate. Today, after completion of Nine Five Year Plans (more 
than 45 years), the proportion of population under poverty line is poor 
by the same standards as in the early 1950s. 
Since the early 1990s, India has been the fastest growing 
economies in the world, inflation has been well contained (except 
1998-1999) and balance of payments has been maintained at 
comfortable levels. This performance was achieved despite poor 
weather that caused negative agricultural growth in fiscal year 1995-
96 and again in fiscal year 1997-98, the South-East Asian financial 
crisis in 1997-98 internaional sactions imposed on India and Pakistan 
following the test of nuclear devices in 1998, and the considerable 
volatility in world oil and commodity prices that occurred in 1998-
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2000. Much of India 's economic strength during the early and mid 
1990s can be ascribed to the broad ranging fiscal and structural 
reforms undertaken, following the 1991 balance of payments crisis. 
These policies helped to spur a strong recovery, with real GDP growth 
accelerating to an average of 5.8 percent during the whole decades 
from as low as 1.3 percent at the beginning of the decade. But it is to 
observe that this reforms did not do much to the over all grov/th of 
the economy with a slight improvement than the previous decade. At 
the aggregate level, the economy has shown a knife-edge improvement 
in the post reforms period than the pre-reform period (1982-91). The 
performance of sectoral growth of the economy has a different story 
to tell. All sectors have registered a slow growth rates except public 
administration defence and other services. The fol lowing table [1] 
will make it clear. Interpreting the relationship between growth of 
economy and incidence of poverty, traditional economic theory 
underlines the need for accelerating growth of economy to reduce 
poverty. But in the context of India, faster growth of GDP is only a 
necessary but not sufficient condition to make poverty compatible 
with growth observed from the available statistics. The table reveals 
that if India does not have a nexus between the growth of the 
economy and the level of poverty then also poverty do not have 
maladies on the tune of growth. The slow down of agricultural growth 
(some times negative one) has bound to have an adverse effect on 
poverty. The average poverty ratio (head count) has declined to 35.00 
percent in post reforms period against 37.6 percent during pre-reform 
period. However, because of rapid population growth, even these 
modest rates of poverty reduction have not been suff ic ient to reduce 
the number of poor people, which have risen from about 164 million 
in 1951 to 312 million in 1993-94. This figure, though declined to 260 
million in 1999-00, is still nearly double the figure of 1951. 
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3.1.6.1 ECONOMIC GROWTH AND RURAL POVERTY 
The rural poverty has shown an ups and down trend after the 
introduction of new economic policies. In 1989-90 the rural poverty 
was 34.30 percent when the economic growth was 6.8 percent as 
revealed by Table-2. Instead of decline in poverty ratio, it has shown 
increase in 1990-91 and became 36.43 percent while economy 
registered a growth rate of more than 5 percent. The new economic 
policy could not stop the rising trend in rural poverty and it again 
reached 43.47 percent in 1991-92 following the decline in the growth 
rate of the economy. After that it showed a declining trend till 1993-
94, when 37.74 percent of Indian population was below poverty line 
but it remained more than the poverty ratio of 1989-90 despite an 
average growth rate of 4 percent. Perhaps, this happened due to the 
availability of different avenues, created in manufactur ing sector 
through the arrival of MNCs. Once again poverty ratio increased in 
1994-95 upto 41.02 percent, establishing an in inverse relationship 
between the growth of the economy and decline in the extent of 
poverty ratio though the economic grew by 7.1 percent. But after that 
rural poverty has a declining trend and reached to 27.09 percent 
during 1999-00. During the whole decade of 1990s, the average 
growth rate of 5.6 percent could not convince the persist ing problem 
of poverty and poverty ratio decreased only by 7 percent. In 
aggregate, the high growth rate of Indian economy in post reform 
period did not show any remarkable change in the rural masses. 
The neglect of agricultural sector throughout 1990s contributed 
to the perpetuation of rural poverty. During 1990s, under the 
economic liberalization programme, the primary focus was on 
boosting the productivity and efficiency of manufacturing sectors that 
left the rural areas unaffected from the positive effect of economic 
reforms. The reform packages widened the gap between the incomes 
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of skilled workers on one hand, semi-skilled, marginal farmers and 
daily wagers on the other hand. It is because, the avenues and 
opportunities that are created mainly of skilled in nature. Again, here 
the rural masses with unskilled labour supply remain untouched with 
the emerging employment opportunities. The semi-feudal relations of 
production in the agricultural sector is strongly associated v/ith rural 
poverty. Land reforms during post independence era also did not make 
a revolutionary change in the agrarian relation which is necessary for 
curbing rural poverty. Hence, almost all agricultural labour, 
households and a large proportion of small and marginal farmers and 
landless non-agricultural rural labour households are poor. The 
pressure of rapid population growth on available land, badly affected 
the real per capita income of labour, 'by the decline of labour 
productivity and employment as well as by the increase in food 
prices'.^^ Keith Griff in argued "The concentration of agricultural 
holdings and unequal access to f inance and inputs such as fert i l izers, 
new inputs, intensive technology, not only widens income disparities 
but also results in an increase in the proportion of the people in 
extreme p o v e r t y " . S i n c e 1991, the Central Government has reduced 
the amount of subsidies very sharply, particularly from fer t i l izers and 
food grains that deviated the economic growth against rural poverty. 
A vast size of population is engaged in subsistence farming, earning a 
meager income, is an important cause of persistent poverty in rural 
areas. The high rate of population growth, low literacy rate, lack of 
capital, indifferent attitude towards investment, regional disparit ies, 
jo int family system in combination with lack of proper 
implementation of public distribution system, inadequate enti t lement 
laws, poor governance and unawareness about government policies of 
poverty alleviation programmes are the causes that have sustained 
rural poverty. 
3.1.6.2 GROWTH OF THE ECONOMY AND URBAN POVERTY 
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The urban poverty has not shown a different trend from the 
rural poverty during the post reform period. The urban poverty ratio 
has shown an increasing trend during first three years of economic 
reforms. It was 40.2 percent in 1992-93, the highest one during 1990s, 
while it was 32.76 percent in 1990-91. Despite having an average 
growth rate of more than 3 percent during this period, India has to 
face an increased burden of urban poverty. The ratio rose by 8 percent 
which was nearly triple the growth rate of the net national product 
and had shown a highly negative correlation between the growth of 
the economy and reduction in the incidence of poverty. This happened 
mainly due to two reasons. Firstly the increased job opportunities 
attracted the rural population in the urban areas and secondly, jobs 
has been created largely for skilled labours. As against this economic 
growth has shown a very high correlation to the reduction in the 
incidence of urban poverty. In 1993-94, urban poverty ratio stepped 
down to 32.4 percent and thus recorded a massive reduction of 8 
percent in urban poverty ratio due to a high growth rate (5.8 percent) 
of the economy against previous year. In next year once again the 
growth rate of 7.1 percent of the economy was against the contention 
of T.N. Srinivasan that poverty began to decline only af ter the growth 
rate improved. The poverty ratio increased by one percent and was 
stuck at 33.50 percent. In 1995-96, the urban poverty ratio fell down 
by 5.46 percent following the proposition of t r ickle-down theory of 
income distribution and thus urban poverty fell to 28.04 percent. 
Continuing the same trend, urban poverty recorded a decline of nearly 
3 percent in 1996-97, despite a mounting growth rate of 8.2 percent 
that India has ever witnessed. After three years, since 1996-97 urban 
areas have shown a little change in the face of poverty. India had 
achieved an average growth rate of more than 5 percent during 1997-
00, but the economic growth in urban areas did not provide a helping 
hand to the incidence of poverty. The whole period had experienced 
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only the reduction of urban poverty by 2 percent. Thus the growth of 
the economy did not respond very positively to the reduction in the 
incidence of urban poverty during the post-reform period except one 
or two years. 
The increased competition in labour market and comimodity 
market (after adopting the packages of globalization, l iberalization 
and privatization) forced the economy to adopt capital intensive 
techniques of production which has adversely affected the demand of 
labour force. This has been regarded as the most important reason 
behind a negative relation between the reduction of urban poverty and 
growth of the economy. Again, whatever jobs have been created are 
mostly of skilled labourers that benefited those who were above BPL 
and a very little was left for unskilled and new labour force. During 
the end of 1990s, India experienced a high-growth rate of the 
economy mainly due to growth in service sector. These services have 
created avenues mostly for educated and did not help uneducated and 
untrained labourers. The claim of more jobs creation in urban areas 
made by NEP, (New Economic Policies) attracted a large amount of 
rural population towards the urban areas. These migrants f rom rural 
areas to cities could have crossed the poverty line but insuff ic ient 
industrial development failed to absorb them adequately. Lack of 
vocational education / training institutes could not give a right 
direction to urban youth and have been aloof from the industrial 
revolution in India. The rapid increase in populat ion both by growth 
of the urban population and rural migrants have further worsened the 
condition of urban masses. The increased population has increased the 
demand for goods and services followed by a price rise, made poor 
people more diff icult to have access to the necessary goods for 
existence. 
3.2 INCOME INEQUALITY 
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The phenomenon of inequality is very complex and multi 
dimensional one. The concept of inequality has been used in different 
f ields and forms, like social inequality, economic inequality cultural 
inequality and political inequality. Broadly on the basis of its genesis 
inequality can be classified into biological and social inequalities. 
The biological inequality is also termed as 'physical inequality or 
natural inequality because it is naturally created and has no 
interference of human beings. This occurs as a result of difference in 
ages, health, physical strength or qualities of mind. Those 
inequali t ies, which arise in the society due to the action of mankind 
are regarded as socially created inequalit ies and consist of differences 
in income and wealth, power and status enjoyed by different 
individuals or groups in a society. The social inequality has been 
further divided into two forms i.e. quanti tat ive and qualitative. 
Quantitative inequality explains the economic inequality measurable 
in terms of income, wealth, goods and services enjoyed. Qualitative 
inequality refers to power and prestige not measurable in physical 
terms. 
The incidence of natural inequalities are uncontrolled and thus 
it did not attract the attention of researchers and scholars in different 
disciplines. But we can not ignore them. They play an important role 
in determining our social life since they provide the basis for social 
inequali t ies. Economic and other qualitative social inequali t ies though 
have their own bases, yet they are very closely related and interact 
with each other to create all other forms of inequali t ies. The 
understanding of the complex nature of inequality, the causes behind 
it, the forces that sustain it and the working of the insti tutions 
organization and policies dealing with its solution requires a multi-
disciplinary approach. The vast literature available on the study of 
inequality in the world are mainly concerned with inequality of 
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income distribution because the question or issue of inequality was 
firstly raised by the economists. 
In economics, income is regarded as the reward for the 
part icipation in the economic activities. The distr ibution is therefore, 
meant for the extent of contribution of a person or groups in the 
economy. The distribution of income has been assumed to be a sign of 
level of social and economic welfare of the masses in any region. If 
there is an equal distribution of income and wealth, the society will 
be more aff luent & prosperous and vice-versa. Keeping in view of 
these things India has started the process of economic planning in 
1950. The broad objective of the plans have mainly two aspects that 
are economic, social and in its economic aspect, planning seeks 
higher rate of growth, greater balance between industry and 
agriculture, better harnessing of natural and human resources and 
employment opportunities at a reasonable level of income for the 
entire labour force on one hand and the social planning has broader 
goals like creation of conducive environment of equal opportunity for 
each and every citizen for distributing income and wealth for a better 
l ife of the people on the other. 
The Planning Commission was working with a view that the 
income of economy must increase before it would be uti l ized for 
solving other problems like poverty etc. The perception was that after 
registering a substantial growth rate in the economy, emphasis would 
be given on its distribution. To understand, therefore, the impact and 
responsiveness of growth and development of the economy on the 
distribution of income and wealth, it becomes important to 
investigate, how the gains of economic growth in our country have 
been distributed. The study will try to find out, which section of the 
society has been benefited more from the increase of the national 
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income and whether the distribution of income has improved or not 
after crossing more that 50 years of planning. 
There is^an absence of official organization or institution that 
compile data on income distribution. After completion of one decade 
of economic planning, a committee was appointed under the 
chairmanship of P.C. Mahalanobis to look into the question of 
distr ibution of income. Since then no similar attempt has been made 
again in this direction, perhaps due to lack of the zestive approach 
towards the reduction of income inequalit ies. However, some 
individual researchers, non-government and semi-government 
insti tutes like IGIDR, National Council of Applied Economic 
Research (NCAER), have analyzed the pattern of income distribution 
in India with the passage of time. The est imation of income 
distribution in India is pioneered by F.H. Lydall.^^ His study was 
based on the data collected from NSS and income tax record. 
3.2.1 ESTIMATE OF RESERVE BANK OF INDIA^'^ 
The estimation of income distribution made by RBI, covers a 
very short period of three years from 1953-54 to 1956-57. This study 
is d i f ferent from other (Lydall, lyenger et al.) in context of data 
ut i l izat ion. RBI used all the available data for the estimation of 
personal income distribution rather than relying upon NSSO data and 
income tax data only. In this study, NSSO data was used for two years 
on average instead of using the data for a single year. The 
signif icance of the study is also increased because the period for 
which the estimate was made, was the years of expectedly high 
economic growth. The study^^ revealed that top five percent citizens 
of India had 17 percent of personal income in rural area and 26.0 
percent in urban region. Top 10 percent of population had a share of 
25 percent in rural India and 37 percent in urban area. 69 percent of 
total income in rural areas and 75 percent of total income in urban 
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area was enjoyed by top 50 percent people during the study years. 
Bottom 20 percent people had shown in urban and rural areas. 
3.2.2 ESTIMATE OF IYENGAR AND MUKHARJI^® 
Iyengar and Mukharj i jointly studied the distr ibution of income 
in the rural and urban areas separately for the period of 1952-53, 
1953-54 and 1956-57, on the basis of data relating to distribution of 
consumer expenditure and aggregate saving estimate available from 
NSSO data. Their study exposed that top 5 percent people accounted 
for 14 percent of total rural income and 17.5 percent of urban income, 
whereas top 10 percent had share of 34 percent and 25 percent in the 
rural and urban areas respectively. The bottom 20 percent people had 
accrued 7.5 percent and 8.5 percent of the total income in the rural 
and urban regions respectively. 
3.2.3 ESTIMATE OF NCAER^' 
For estimation of income distribution, NCAER had carried out a 
household saving survey for both rural and urban sectors. The 
institute calculated the pattern of income distr ibution for the year 
1960. The study shows that about 35 percent of income was received 
by top 10 percent of the households at all India level. In the rural 
areas top 10 percent of income had gone to 33.6 percent households 
while in the urban areas 42.4 percent was taken away by the same 
percentage of the people of urban population. A mounting percentage 
of income i.e. 79.3 and 83.0 was aggregated by top 50 percent the 
people in the rural and urban areas respectively in 1960. According to 
the estimate of NCAER, an equal percentage of income was 
accumulated by bottom 20 percent households i.e. 40 percent. After a 
gap of 15 years. NCAER, once again estimated the trend of income 
distribution for the period of 1975-76.^" According to the result , top 
10 percent people had 33.90 percent, and top 20 percent had 49.35 
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percent of the total income in aggregate. Bottom 20 percent had 5.77 
percent and bottom 40 percent had 15.69 percent of the total income. 
3.2.4 ESTIMATE OF PLANNING COMMISSION 
It was the Sixth Five Year Plan, when Planning Commission 
made an attempt to know about the pattern of income distribution in 
India. The commission calculated the inequali t ies in income 
distr ibution for the year 1973-74. The Planning Commission observed 
on the basis of NSSO data that during 1973-74, top 20 percent people 
accounted for a share of 38 percent in total consumption in the rural 
areas. In the same region lowest 20 percent households accumulated a 
share of 9.5 percent of the total consumption. The 40 percent of 
India ' s total urban consumption was made by the highest 20 percent 
household, while the consumption percentage for bottom 20 percent 
was 9.2 percent. 
3.2.5 WORLD BANK ESTIMATE^^ 
The World Bank has estimated the distribution of income and 
expenditure for the period of 1975-76, 1983, 1989-90, 1994 and 1997. 
The estimate of year 1975-76 is based on the household income 
whereas the other estimates are based on the household ' s expenditure. 
The above table shows that, the lowest 20 percent of India ' s 
populat ion has 7.0 percent of total income while the highest 20 
percent accounted 49.4 percent in 1975-76. At the same time 36.6 
percent of the aggregate income was earned by highest 10 percent. 
Estimating the inequality in terms of expenditure World Bank 
revealed that lowest 20 percent of households get 8.1 percent and 8.8 
percent of total expenditure during 1983 and 1989-90 respectively. 
Representing the same trend for highest 20 percent of households, the 
report exposed that 41.4 percent was acquired in 1983 and 41.3 
percent in 1989-90. The period of 1989-90 to 1994, has recorded some 
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improvement in the distribution of household expenditure. During 
these three years the lowest 20 percent of populat ion group acquired 
9.2 percent in the total expenditure of 1994, against 8.8 percent of 
1989-90. But again in 1997, the condition of the lowest 20 percent 
became worse and their share to total expenditure decreased to 8.1 
percent lower than that of 1989-90. Following the same trend the 
group of highest 20 percent show a tendency of decl ine in 1994 in 
comparison 41.3 percent share in 1989-90, and increased to 46.1 
percent share in 1997. These years have, therefore, observed more 
inequitable distribution of household expenditure. 
The above mentioned studies are though di f ferent from each 
other in respect of their methodology yet their resul ts are strikingly 
same. However, the broad picture that emerges from these estimates is 
that during the first decade of planning era nearly 30 percent income 
of the economy was received by the group of 10 percent population. 
More concentration of income and wealth was found in the urban 
areas than rural. The years of 1950s and 1960s were more favourable 
for the rural areas in terms of the distribution of income and wealth. 
The decade of 1970s and first half of 1980s can be regarded as the 
years of decreasing inequality, but after that the trend has changed. In 
aggregate these estimates revealed that there were a wide gap between 
the richest 10 percent of the population and the poorest 10 percent in 
terms of the distribution of income and wealth. The existence of wide 
spread inequality in the Indian society, therefore, puts a question 
mark on the success of our planning, particularly the approach of 
socialist pattern of economy before 1991. 
3.2.6 ECONOMIC GROWTH AND INCOME DISTRIBUTION 
The documents of the Indian plans have shown the deepest 
concern towards the problem of inequality in the dis tr ibut ion of 
income and wealth. This can be easily observed f rom the statement 
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released by the approach paper of the Second Five Year Plan. "The 
benefi t of economic development must accrue more and more to the 
relatively less privileged classes of the society, and there should be a 
progressive reduction in the concentration of incomes, wealth and 
economic power".^^ Since the inception, the Planning Commission has 
been working with the view of balanced development that could 
ensure economic growth and a steady improvement in the standard of 
living of the masses made through improvement in income 
distr ibution. The visionary planners felt that the root cause behind the 
unequal distribution of income and wealth is the presence of 
unemployment and underemployment. This perception forced the 
members of the Planning Commission to go for the development of 
heavy and basic industries during the Second Five Year Plan. To give 
more and more emphasis on reduction in inequalit ies, Government of 
India socialized the Indian economy in its industrial policy of 1956. 
Extending their sincerity towards removal of inequali t ies, the Indian 
planers gave the slogans of 'Garbs Hatao ' and 'Growth with Just ice ' 
in the later plans. 
During the first two decades of planning era, the planners 
concentrated mainly on growth of the economy. Their presumption 
was that the unemployment and poverty cannot be cured without 
growth. The failure of trickle-down^'' theory convinced the policy 
makers to accept the growing notion that the growth of economy can 
not do just ice with the poor and thus there is a need of the 
government interference to distribute the frui ts of growth among the 
poor. To do the same, the government introduced a number of poverty 
alleviation and employment generation programmes to check the 
persisting inequalities. 
The growth performance of Indian economy is now available for 
the period of more than 50 years, since 1950-51 at 1993-94 prices. 
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According to the present national income estimate, the Indian 
economy has recorded an annual average growth rate of more than 
4.00 percent. The growth performance, thus, does not seem to be too 
unsatisfactory, however, in terms of the growth rate of other 
developing countries, it is very distress. The growth rate of 1980s 
shows a distinctly higher growth rate than the previous years. In 
1963-64, the gini-coefficient^^ for rural areas was 29.01. This value 
of gini-coeff icient shows a high concentration of income and wealth 
in a few hands. The year 1973-74 shows some relief in terms of 
inequality reduction than the previous year as revealed by the table 
[3]. The negative view on the success of t r ickle-down theory can 
easily be observed in 1983-84 when a growth rate of 7.7 percent 
failed to stop the growth in inequalit ies and thus the high rate of 
growth was totally distributed among few and the value of gini-
coefficient rose to 30.10 in the rural areas. In 1986-87, growth rate of 
GDP decreased to 4.3 percent mainly due to a sharp declined in 
agricultural sector. Though the growth rate of economy reduced to 
nearly half that of 1983-84, gini-coeff icient increased by only 0.05 in 
the rural areas. In 1989-90, the gini-coeff icient for the rural areas 
decreased to 28.23 , the lowest in the decade when the economy 
assumed a high growth rate of 6.7 percent. A decline in the 
coeff ic ient in the rural areas was recorded against a massive growth 
rate of agriculture in the previous year. Overall the decade of 1980s 
has shown a declining tendency in inequalit ies. The period of 1983-84 
to 1987-88 have a meagre increase in the distribution of income 
despite an average growth rate of 5 percent per annum, perhaps due to 
a very low rate of growth of the agricultural sector by an average of 2 
percent. But the growth of agriculture sector has shown its ef fect on 
the distribution of income during 1988-89 to 1990-91 when the 
economy grew by 7.6 percent (backed by nearly equal growth rate of 
7.3 percent in agricultural sector). The incidence of inequality in the 
rural areas, therefore, was associat^^Avith 4he-agi1i;ail-ural sector than 
the overall growth for the period of 1980s. 
An economic growth of 5.6 percent in India, supported by a 4.6 
percent growth in agricultural sector produced a favourable result in 
the context of the income distribution during 1990-91. The value of 
gini-coeff ic ient touches its bottom in the history of India and 
decreased to 27.71 in the rural area. 
After the introduction of economic reforms, the distribution of 
income shows an incremental trend in inequalit ies. The value of gini-
coeff ic ient increased to 29.88 in 1992-93 from 27.71 in 1990-91, 
while economy recognized an average growth rate of 4 percent with 
the equal growth rate in agricultural sector. Recording a growth rate 
of 5.9 percent, the income distribution improved in 1993-94, but 
immediately next year the value of gini-coeff icient increased to 29.19 
despite an impressive growth of 7.3 percent in aggregate and 5.3 
percent in agricultural sector in particular. The coeff ic ient increased 
again to 30.11 in 1997-98, though the economy grew by 6 percent per 
annum. The growth of the agricultural sector, therefore, failed in 
reducing the income inequalities in rural area after the adoption of 
new economic reform. The incidence of income inequality once again 
touched the level of 1963-64 in 1997-98, though it has recorded a 
decline during 1980s. 
The perpetuation of inequality in the urban areas is more severe 
than the rural areas as it is clear from the table 3. The year of 1963-64 
has a value of gini-coefficient equal to 36.54 in urban region, 
showing a glaring existence of inequality in the income distr ibution. 
After one decade, in 1973-74 an improvement in the income 
distribution was recorded and the coeff icient decreased to 31.50. A 
massive growth was experienced by the economy in 1983-84 due to a 
convincingly high growth rate in all the three sectors of the economy. 
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This growth rate of 7.7 percent did not give a company to the 
reduction in income disparities in the urban areas and gini-coefficient 
increased to 33.70. The gap between the rich and the poor in the urban 
areas further widened in 1986-87 when the economy grew by 4.3 
percent and thus the reduction in the growth rate produced its devil 
effect on income distribution. One interesting thing that emerged from 
the sectoral growth of the economy is that, in this period ecoaomy had 
to face a lop-sided growth. The growth of the f inance and service 
sector was nearly double of the manufacturing sector. The inequality 
in the urban areas remained stagnant for the period of 1986-87 to 
1989-90. In these years the distribution was highly inequitable as 
represented by the value of gini-coeff icient i.e. on average nearly 
35.5. We cannot blame the economic condit ion for this, because 
during this period economic growth was 6.25 percent annually. The 
gap between the growth rate of the manufactur ing sector and the 
finance and services sector was also not very high. In the very next 
year our economy achieved an aggregate growth rate of 5.6 percent 
with near equal contribution from the manufactur ing sector (7.4 
percent) and the finance and services sector (7.7 percent) . This might 
be a cause for the reduction of inequalit ies since the equal growth in 
the manufacturing sector provided opportunit ies for unskilled and 
semi-skilled labourers in the urban areas. 
The growing fiscal deficit of the union budget, pressurized the 
economy for the adoption of new economic reforms. The reform 
packages produced a negative impact on the economic growth in 
aggregate during 1991-92. The economy grew only by 1.3 percent 
with a negative growth in both the agriculture and manufactur ing 
sector. But the finance and services sector recorded an impressive 
growth of 12.0 percent. The negative growth of the manufactur ing 
sector and a mounting growth in the f inance and services sector had 
widened the gap between the rich and the poor once again in the urban 
58 
sector during 1992-93 despite a growth rate of 5.1 percent in 
aggregate. The consequent two years after 1992-93 have provided 
some relief and income distribution improved for these two years and 
thus the growth rate of nearly 6.0 percent has shown some healing 
impact. For this period the value of gini-coeff icient slipped to 33.43. 
But again in 1995-96 gini-coefficient registered an increment with the 
value of 35.36, despite a considerably high growth of 7.3 percent in 
the economy as a whole and 12.3 percent in the manufacturing sector. 
Once again a high growth in the f inance and services sector,, nearly 
triple than the growth in manufacturing sector, worsened the 
condition of income distribution. The economic growth of 4.8 percent 
failed to help the growing inequality in urban areas and the value of 
inequality measure became 36.12 in 1997-98. This high value of gini-
coeff icient dragged us more or less at the same posit ion as we were in 
1963-64. The most important fact revealed from the analysis is that it 
is not the growth of the economy as a whole which is responsible for 
the distr ibution of income and wealth in the urban areas. It is the 
different ia l growth in manufacturing, construction, electricity, gas 
and water supply and finance, insurance, real estate, business and 
services that are the real causes for the variation in income 
distribution in the urban areas. 
3.2.7 CAUSES OF INEQUALITY IN INCOME DISTRIBUTION 
The mixed character of Indian economy provides an opportunity 
of private ownership to each and every individual to posses land and 
other properties. Since the British rule in India, there was a 
concentration of land in few hands due to the prevailed Zamindari 
system. Though land reforms were introduced by the Government of 
India in 1950 to distribute land among small and marginal farmers 
with the view to reduce inequality but achievement was not 
satisfactory. This is one of dominant factors for the unequal 
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distribution of income and wealth particularly in the rural areas. The 
green revolution was introduced in 1960s with the use of high 
yielding varieties of seeds, chemical fert i l izers, insecticides and 
pesticides and appropriate level of irrigation. The revolution though 
improved the agricultural productivity and overall agricultural 
produce but the main beneficiaries were only land lords and big 
farmers, because the inputs used in the new method of cultivation 
were very costly and out of reach of the small and marginal farmers. 
This shifted the advantage of the green revolution in the favour of big 
farmers. The facil i t ies of agricultural f inance provided by the union 
and state governments are so restrictive and complex in nature that 
only big farmers get benefit from it. In urban areas, the capitalist 
groups and individuals having an access in capital market easily 
manage to obtain loans at a very favourable rate of interest, v/hereas 
the vast poor masses of small entrepreneur and artisans depend 
heavily on unorganized banking system at a very high rate of interest. 
The persisting trend of such type of f inance in India give more 
opportunity for unbalance distribution of income and wealth. Again 
after the adoption of new economic reforms, Government of India is 
continuously reducing the amount of subsidies on chemical fert i l izers 
and high yield varieties of seeds. Consequently the period af ter 1991 
has witnessed the widening gap between the productivity of farms of 
land-lords and marginal farmers, provided the space for growing 
inequality in income distribution. The absence of cooperative 
farming, works as a catalyst in widening the gap between the income 
of the big farmers and smaller ones. 
During harvesting period, the supply of agricultural produce 
increased in the rural market due to lack of storage and marketing 
facil i t ies. The increased supply reduces the prices of produce. The 
Middlemen and big farmers buy in bulk & hoard and kept in storage. 
After some time when prices rise, they sell these produce at a higher 
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prices in the same market and also transport it to the urban market, 
getting more profit than the rural market. To reduce inequalities, 
particularly in rural the areas government provides many faci l i t ies for 
provide a conducive environment for agricultural exports. But these 
facil i t ies are mostly availed by a particular class which is of the rich, 
since the processing of agricultural products for exports requires a 
large amount of investment. 
The theory of individualism, allowed the existence of private 
ownership in India. The legitimacy of private ownership of industries, 
trade and building, provides the opportunity to acquire and control 
over vast assets that provide an opportunity for emergence of 
capitalist class. This group has all facil i t ies and accumulated more 
and more property by hook and crook that raises the gap between the 
rich and the poor. The inappropriate educational faci l i t ies and 
vocational training in the rural areas always caused a gap between the 
income of the rural labourforce and the urban labourforce. The 
members of elite families only get the chance to have access to higher 
and professional education. The poor cannot get such type of quality 
education. Therefore, the incomes earned by businessmen, 
technocrats, bureaucrats and other professionals are always high from 
the others. The constitutional validity of the law of inheritance 
empowers a person to retain the property of his/her father with 
himself . The son of a capitalist becomes a capitalist and a son of an 
agricultural labour becomes an agricultural labour, and thus the gap 
between a capitalist and a labourer remains untouched. 
The redistributive effect of inflat ion (biased toward high 
income groups) has greatly accentuated the unequal distr ibution of 
income and wealth. Since 1950s the price level has been rising 
continuously, more quickly after the economic reforms. This made an 
adverse impact on the real income of the working class while 
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capitalists, traders and big farmers have been benefi ted a great. 
Today, nearly more than 65 percent of population lives in the rural 
areas, but 70 pcrccnl of the private investment is made in urban areas. 
This urban bias takes the form of highly mechanized projects in which 
the share of wages in value added is relatively low.^^ Naturally this 
leads to inequality in income distribution. The new economic policy 
initiated in 1991, comprises three packages i.e. 'g lobal iza t ion ' , 
' l ibera l iza t ion ' , and 'pr ivat izat ion ' . The policy of globalization and 
privatization open the door for foreign products. Due to this the 
competit ion in product market increased. The increased competit ion 
forced the economy to adopt capital intensive techniques of 
production. These techniques of production, need highly skilled and 
trained labourers. Thus, after the reforms, whatever the jobs have 
been created, it is fully availed by only a few who belong to a sound 
economic background. Besides these reasons, unemployment, and 
small scale industries, growing population, presence of subsistence 
agriculture and above all lack of polit ical and administrat ive will 
towards reducing inequalities are some other factors which are 
responsible for the existence of income inequalit ies in the Indian 
society. 
Although efforts made by the government in the form of land 
reform and different programmes to reduce the glaring problem of 
inequality in income distribution, yet the condition is the same as it 
was during 1960s and 1970s. The pattern of inequality also did not 
change after passing a period of more than 50 years of our 
independence. The level of inequality in income distribution is low in 
the rural areas in comparison to the urban areas. On aggregate level, 
the growth of the economy, particularly after 1991, does not show.any 
impressive impact on the distribution of income. To a certain extent 
the ups and downs in the growth rate of agricultural sector affects the 
rural areas, whereas the gap between the growth rate of the secondary 
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sector and the tertiary sector can be regarded as the most important 
factor for the continuation of the inequalit ies in the urban areas. 
3.3 UNEMPLOYMENT 
The problem of unemployment like inflat ion has been major 
issue during the last century. For countries like India, unemployment 
is termed as the cause as well as the effect of poverty of the masses. 
Therefore, the issue has always been in the centre of the storm and it 
has attracted the attention of the government and the economist as 
well as the policy makers. Different economists have tried to estimate 
unemployment differently. They have used a different criterion of 
unemployment estimation. A.K. Sen,^^ opines that there are three 
aspects of employment measurement - (i) Income aspect, (ii) 
Production aspect and (iii) Recognition aspects whereas according to 
Raj Krihsna^^, there are four methods of unemployment est imation i.e. 
(i) time (ii) Income (iii) will ingness and (iv) productivi ty. The 
will ingness criterion of unemployment of Raj Krishna is same as the 
Sen 's recognition criteria. 
Since the beginning of planning era, the planning commission 
was the only agency that estimated the incidence of unemployment in 
the economy during the first two decades. But these est imates are 
severely criticized by economist for its unreliability due to both 
conceptual and statistical l imitations. These estimates have always 
been negated by the researchers for analyzing the unemployment 
situation in the economy. To look into this question a commit lee was 
set up in 1970 by the Government of India . The Committee of experts 
on employment estimates observed; "It is our view that es t imates of 
growth in the labour force of additional employment generated in the 
plans and of unemployment at the end of the plan period presented in 
one dimensional magnitude are neither meaningful nor useful 
indicators of the economic situations''.^^ 
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Keeping in view the recommendation of the committee, the 
National Sample Survey Organisation (NSSO) has developed the 
fol lowing three concepts of employment and unemployment 
measurement. 
(!) Usual Status:- This method of measurement of 
unemployment states that a person will be in the situation 
of unemployment when he / she is not working through out 
the reference year while the individual has been wandering 
in search of job or he was ready to work for a relatively 
longer time. This concept determines the usual activity 
status, whether a person is employed, unemployed or even 
outside the labour force during the survey period. The 
survey classif ied the individuals, covered by the survey into 
two groups. Firstly those who are working and / or free for 
work in their principal activity sector. Secondly, those who 
are working and / or free for work in the subsidiary sector 
i.e. a sector other than their principal activity sector. Hence 
we have two sub concepts of usual status (a) usual principal 
states and (b) usual principal and subsidiary status. The 
estimates made under this head are represented in terms of 
numbers or person. 
(ii) Current Weekly Status:- According to this method, 
decision about a person (whether he or she is employed. 
Unemployed) is taken on weekly basis. If a person is seeking 
employment for the whole week and can get a job for even 
one hour per day, he or she is considered as unemployed. In 
the same way if a person is working for one hour or more in 
any one or more days during the reference jperiod, 
considered as employed. The estimates are made in terms of 
the average number of person unemployed per week. 
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(iii) The Current Daily Status:- This concept of unemployment 
measurement, records the activity status of a person for each 
day of the seven days preceding the survey. Any person who 
is working for one hour and continues to work for less than 
4 hours per day is considered having worked for half a day. 
If he or she continues to work more than four hours a day, he 
is regarded as employed person for the whole day. The 
current daily status unemployment rate is a time rate, given 
in terms of the total person days of unemployment i.e. that 
number of unemployment day of all persons in the labour 
force. 
3.3.1 ESTIMATE OF RAJ KRISHNA^":-
In the early eighties, Raj Krishna had calculated the 
unemployment rate in Indian economy. The period of his estimate 
covers nearly two decades, starting from 1958-59 to 1977-78. The 
main data source of his study had been the lO"' rounds of National 
Sample Survey conducted between 1958-59 and 1977-78 and the 
census of 1961 and 1971. The estimates made by Raj Krishna about 
the existence of unemployment rate for different periods are exactly 
not comparable due to the absence of some concept of measurement in 
all surveys approximately. The study found discovered that the 
overall usual status unemployment rate was 1.6 percent in 1973 that 
increased to 2.6 percent after a period of four years in 1977-78. The 
presence of weekly status unemployment rate was 4.3 percent for the 
year of 1972-73. Following the same path as usual status 
unemployment rate, the weekly status unemployment rate increased to 
4.6 percent in 1997-78. The percentage of daily status unemployment 
rate during these periods were higher than the other two concepts of 
unemployment measures. In 1972-73, according to daily status 
unemployment method, the unemployment rate was 8.2 percent, while 
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the estimate for the year 1977-78, was 8.4 percent. Emphasizing on 
the reliability and importance of usually daily status measure, Raj 
Krishna state, "The daily status f low rate is evidently the most 
inclusive, covering open as well as partial unemployment. It is 
therefore, the rate which is most relevant for policy making. It is also 
the rate subject to relatively less error because of the short recall 
period, the weekly status rate as a rough measure of the proportion 
workers remaining unemployed for a whole week and the usual status 
rate as a rough estimate of the chronic unemployment rate."'^' 
3.3.2 ESTIMATE OF EXPERT COMMITTEE''\-
To investigate into the problem of unemployment Government 
of India, constituted a committee of experts under the chairmanship of 
B. Bhagwati in 1970. The committee submitted its report to the 
Government of India in May 1973. On the basis of data available 
from NSSO, CSO and population census, the committee calculated 
that the total number of unemployed in 1971 was 18.7 mil l ion. In this 
aggregate number of 18.7 million, 9 mill ions were those, who did not 
part icipate in any economic activity and remained unemployed for the 
whole period. And the remaining (9.7 million) part of the total 
unemployed consisted of those, who participated in product ive work, 
but the period of their work was less than 14 hours in a week. A large 
part of this unemployed persons lived in rural areas. Nearly 86 
percent of the total unemployed workers resided in rural areas and 
only 14 percent i.e.2.6 million were unemployed in urban areas. The 
unemployment rate in context of the total labour force, was 10.4 
percent for the nation as whole. The percentage of rural 
unemployment as the percentage of the total work force was 10.9 
percent in 1971, while the total percentage of urban areas as the 
percentage of total labour supply was 8.1 percent. 
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3.3.3 ESTIMATES OF J. KRISHNAMURTHY^^ 
The estimates made by J. Krishnamurthy for calculating the 
number of unemployed persons in India, covers the period of 1959, 
1967, 1972-73 and 1977-78. His study revealed that the total number 
of unemployed on the basis of usual status was 3.86 mil l ion in 1972-
73. This total number of unemployed persons became double after five 
years and rose to 6.99 million in 1977-78. The total number of 
unemployed persons on the basis of weekly status was 9 million in 
1959, but it declined by nearly 45 percent in 1965 and became 5 
mill ion. But after that it backed on the rising path and grew to 11.2 
mill ion by 1978. This clearly shows a varying trend of the weekly 
status unemployment rate over time. In terms of percentage the 
unemployment rate of weekly status was 5.3 percent in 1959, which 
decreased to 2.5 percent during 1967. During 1970s, it had is reversed 
trend and the unemployment rate rose to 4.3 percent in 1973 and 
fur ther increased in 1978 to 4.6 percent. Stating the trend and 
structure of the unemployment, J. Krishnamurthy said; 'It is 
s ignif icant that unemployment levels and rates rose, not only in 
aggregate but also for the four broad segments rural males, urban 
males, rural females and urban females''*'*. 
3.3.4 ESTIMATE OF PLANNING COMMISSION"®: 
The Planning Commissions estimate of unemployment is based 
on the data available from various round of National Sample Surveys. 
The Planning Commission has calculated the incidence if of 
unemployment by the three alternative concepts defined by NSSO for 
the years, 1972-73, 1977-78, 1983 and 1987-88. The unemployment 
rate had been calculated in terms of percentage of total labour force. 
On the basis of usual principal status, the unemployment rate was 
4.23 percent in 1977-78 that fell to 2.77 percent in the year of 1983. 
Though in 1987-88 the unemployment rate on the basis of usual 
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principal status once again has shown increasing trend and rose to 
3.77 percent, but it remained lower than that of 1977-78. The 
measurement of unemployment on weekly though the rate of 
increment was very marginal. The unemployment was 4.32 percent in 
the year of 1972-73, on the basis of weekly status. The rate of 
unemployment increased to 4.48 percent in 1977-78. Maintaining the 
same trend the unemployment rate rose to 4.51 percent in 1983. The 
unemployment rate of weekly status basis had represented on 
increasing tendency further increased to 4.80 percent in 1987-88. The 
est imate available from Planning Commission stated that the 
unemployment measured in terms of daily status was 8.35 percent, 
more than the any other concept of unemployment in 1972-73. During 
the period of 1977-78 and 1983 the persons who were ignored by the 
productive units was 8.18 and 8.28 percent respectively. But in 1987-
88 it decreased by nearly 2 percent and became 6.09 percent. 
3.3.5 ESTIMATE OF mSO*^: 
The 55"' round of NSSO revealed that the slowdown of 
economic growth and recession in the market has adversely affected 
the situation of employment. The unemployment rate has increased by 
2-3 percent during the period of 1993-94 to 1999-2000 by the usual 
status aspect, 
The survey estimated that the unemployment rate on the basis 
of current daily status, 56 person per thounsand rural males were 
unemployed in 1993-94. This rate increased to 72 person per thousand 
in the rural males for the year 1999-2000. The condition of the rural 
female was same as male in 1993-94. Though the rate of the rural 
females unemployment in 1999-00 increased to 66 person per 
thousand yet it was lower than the unemployment rate of the rural 
males. The condition of the urban males was worse than the rural 
males in 1993-94. The unemployment rate was 67 person per thousand 
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in the urban males during 1993-94. The urban females had shown 
their a negative approach in case of part icipation in economic 
activit ies during 1993-94 in comparison to the urban male. The total 
number of unemployment in the urban female was 105 person per 
thousand during 1993-94. The survey has shown an improved 
condition of unemployment during 1999-00 in the urban areas, The 
unemployment rate was 72 person per thousand in the urban males 
while it was 98 person per thousand in urban females. This increase in 
the unemployment rate for rural males has to be seen in the context of 
the rise in the causal labour (form 338 to 362/1000) and a decline in 
the share of self-employed rural males workers on the usual status 
(principle plus subsidiary). Given that the daily status of 
unemployment rate represents better captures the unemployment 
among the casual labourers than that among self employed (where we 
could be faced with the phenomenon of work spreading) the rise in the 
daily status unemployment rate among the rural males could be due to 
the changes in the status composit ion of the work force. 
Unemployment has been, therefore, a major problem for India as it 
comes in the path of economic development. 
3.3.6 UNEMPLOYMENT AND ECONOMIC GROWTH 
The provision of employment opportunit ies to all has always 
been an important objective of India ' s development planning. During 
the first three decades of India 's planned development, the population 
has grown at an accelerating rate of 2.2 percent per annum. This 
high rate of population growth had supported a high growth rate in 
labour force. Consequently the supply of labour force in Indian 
labour market had increased by 2.5 percent annually for the same 
period. But the employment opportunities were growing merely at 2.3 
percent annually."^' The country was thus, not only facing the 
challenge of absorbing new entrants in the labour market but also 
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clearing the backlog and hence the flood gate of job seekers has 
opened. As a result of these situations in the economy, "An increase 
in the volume of unemployment from one plan period to another'*^" 
has been observed. 
In India, the unemployment is mostly of structural nature. The 
leading social scientists and scholars questioned the restrictive 
structure of the economy for the wide spread existence of 
unemployment. They believed that, the problem of unemployment can 
not be solved, until and unless, there will be some radical changes in 
the structure of the India economy. These mainstream economist 
never hesitate to explain that (a) The changes in the structure of the 
economy will stimulate the growth rate of the economy and (b) 
Economic growth will create new opportunit ies for jobless . Showing a 
positive concern towards this gospel truth, the Government of India 
initiated the process of openness in 1991. Therefore, f rom the view 
point of policy making, it is very important to analyze the impact of 
the policies of the structural reforms on the growth rate of the 
economy and its result in the creation of new jobs to solve the 
problem of unemployment. 
The National Sample Survey has been the main source of 
statist ics of employment and unemployment in India. The following 
table based on different NSSO & CSO rounds provides information 
about the growth rate of the economy (by sectors as well as total) and 
the condition of unemployment by gender and rural urban location for 
the three important measures of unemployment viz; usual status, 
current weekly status and current daily status. The data is available 
for the period of 1985 to 1999-00. 
According to the table [4], on the basis of usual status, 2.1 
percent of rural males were unemployed in 1985. For the same status 
unemployment rate of rural females was 1.2 percent. 
o 
C8 
H 
0) 
S 
W 
4> Pi 
u" u c 
5 
B <u 
s 
s 
e 
s «*H o ce 
S 
O 
lifi 
c 
s 
o u s .s 2 •S £ ^ 
* m 
"H, a 3 
^ rn 
V  a 
s 
3 .Si u 
'C C3 
* 03 
S O w (J 
S o 
(N 
O 
00 
r-; 
00 
>A 
00 
(N 
oo ON 
o 
(N 
00 
o 00 
— oo 
r--
r-' 
vo 
00 OS o -- ON 
(N 
On 
iri 
m 
Tt-
vq 
ro 
tN On 
O o\ 
O N 
O N 
(N (N 
O N 
cn 
O 
O N 
O N ^ —. On 
VO 
O N O 
ON O 
O N O —' fN 
IZl 
Oh" 
o 
1 (N o o (N 
£ d 00 o 
B 2 o S 60 S S 
DQ C 
.2 ^ 
O ai u o 
O N 
rn 
O 2 
t^  aj 
^ ts 
l l s s 
o * o 
>> 3 g C/3 
O £0 
(U M 
to S 
•fc g tS 3 
I V 
o ^ 
so H ^ U 
(N g 
td ^ <u ^ 
i | 
S ^ 
8 S 
3 u 
I 
^ U 
c/f 3 ta 4-J C/D 
13 3 
CO 
D 
71 
The unemployment rate of usual status was 5.9 percent for urban male 
and 6.9 percent for urban female in the year of 1985. In terms of the 
widely accepted measure of unemployment i.e. C.D.S., 7.5 percent of 
rural male and 9.0 percent of rural female were unemployed in 1985, 
whereas in the urban areas 5.9 percent of urban males and 6.9 percent 
of urban females were unemployed. 
During 1987-88, the unemployment rate had increase in all four 
population segments measured on usual status basis. But in terms of 
current daily status, the unemployment rate recorded an overall 
decline in respect of unemployment rate of 1985 with a sole exception 
in case of urban female. The unemployment rate on current daily 
status basis reduced to 4.6 percent from 7.5 percent for rural male. 
For rural female this rate declined to 6.7 percent f rom 9.0 percent in 
1987-88 from 1985. The same trend has found in case of urban male 
also, but the unemployment situation for urban female in 1987-88 got 
worse in comparison to 1985 and for this segment of population 
unemployment rate reached 12.0 percent from 11.0 percent . Despite a 
comparatively lower rate of growth of the economy in the fiscal year 
1987-88, all the segments of the population except urban females have 
shown a positive sign in respect of reduction in unemployment rate 
during the period of 1985 to 1987-88. The growth rate of the Indian 
Economy in 1987-88 was 3.8 percent against a 4.5 percent of 
economic growth in 1985-86. During this period more than 90 percent 
of total rural employment had been provided by the agriculture and 
allied sectors. Due to this it was excepted that a negative growth in 
the primary sector will adversely affect the employment situation. But 
it did not happen and the rate of unemployment in the rural areas 
reduced. Hence, the presupposed inverse relat ionship between the 
growth of the economy and unemployment rate failed to prove its 
validity. 
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After the completion of five years of economic reforms, NSSO 
conducted a survey on employment - unemployment situation m 1996 
for the period of 1993-94 for all India. For this period the 
organization had released the data of unemployment rate in terms of 
all the three measures. On usual status basis 2.0 percent of rural male 
1.4 percent of rural female, 4.5 percent of urban male and 8.2 percent 
of urban females were unemployed in 1993-94. When do we compare 
the available statistics about unemployment rate of 1993-94 with the 
existence of unemployment in 1985, the result is favorable for male in 
rural as well as urban regions in comparison to females. The 
unemployment rate, calculated on the basis of current weekly status 
reveals that the unemployment rate has declined in all sections of the 
population, except urban females. The unemployment rate in the rural 
areas decreased to 3.0 percent in 1993-94 for males f rom 3.7 percent 
in 1985. For the same period, the rural female unemployment rate 
came down to 3.0 percent from 4.3 percent. In the same way the urban 
male unemployment rate fell to 5.2 percent in 1993-94 from 6.7 
percent in 1985. The overall condition of unemployment has 
therefore, improved during the decade of 1980s in terms of current 
weekly status. 
The data collected for current daily status— the widely accepted 
concept of unemployment measurement, that represents the real 
si tuation of existence of unemployment in an economy, reveals that 
the condition of unemployment improved in 1993-94 in respect of 
unemployment situation of 1985. An overall , improvement has been 
observed in all section of the population. The unemployment rate in 
terms of current daily status for rural male has reduced to 5.6 percent 
in 1993-94 from 7.5 percent in 1985. A decline in unemployment rate 
of rural females has been also observed. In 1985, 9.0 percent rural 
females were unemployed. It came down to 5.6 percent in 1993--94. A 
similar trend is shown by the remaining two groups of the population 
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(urban males & urban females). The urban male unemployment rate 
fell to 6.7 percent in 1993-94 from 9.2 percent in 1985. Though, the 
urban female unemployment rate has also declined but the reduction is 
not very significant. It reduced by only 0.5 percent and settled at 10.5 
percent in 1993-94 f roml l .O percent in 1985. During this whole 
period a significant amount of reduction in unemployment rate has 
been observed in the population segment of rural females follov^ed by 
urban males. An economic growth of nearly 5 percent per annum has, 
therefore, shown a positive concern towards the reduction in the 
unemployment rate in India in pre-reform period. 
After the completion of nearly one decade of economic reforms, 
the 55"' survey round of National Sample Survey Organisation 
published its import on employment - unemployment situation. 
According to this current NSSO survey on unemployment, the 
percentage of population recognized as unemployed on the basis of 
current daily status became 7.2 percent in rural areas for males in 
1999-00 against a much lower rate of unemployment of rural males in 
pre-reform period. The same trend prevails in case of rural females. 
On the basis of current daily status, the unemployment rate of rural 
females increased to 6.8 percent in 1999-00 from 5.6 percent in 1993-
94. Such type of depressing trend of unemployment rate has become a 
feature of Indian economy despite a comparatively better performance 
of the economy during the post reform period. During this period the 
agriculture and allied sectors have grown by just 1.4 percent against 
3.9 percent growth rate in 1993-94. Since the agriculture and allied 
sector is the dominant one that provides bulk of employment in the 
rural areas, this sector can be blamed for worst employment situation 
in the rural India during the post reform period. 
The situation in the urban areas is also not very encouraging 
from view point of unemployment situation. The unemployment rate 
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among urban males has increased to 7.3 percent in 1999-00 from a 
relatively lower unemployment rate during the pre-reform period, but 
this increment in unemployment rate among urban males is less than 
the rural males in the post reform era. The unemployment condition of 
urban females has been the sole exception from the prevail ing trend of 
growing unemployment rate in the decade of 1990s. The 
unemployment rate of current daily status of urban females was 10.5 
in 1993-94 that declined to 9.4 percent in 1999-00. The benefi t from 
the trickle down effect therefore, accrued to only urban females. The 
other section of society is neglected by this. The changing structure 
of GDP growth has been criticized for the failure of tr ickle down 
theory. The three most important sector that have a high employment 
potential vis-(i) Agriculture and Allied (ii) Manufacturing, 
Construction, Electricity, Gas and Water supply and (iii) Finance, 
Insurance, Real Estate business and services, are being neglected from 
high growth rate in the post reform period. These sectors grew by a 
comparatively lower rate than the pre-reform period. The higher 
growth rate of GDP in the post reform period is mainly contributed by 
two sectors; (i) Public administration, defence & other services and 
(ii) Transportation, Communication and Trade, which have relatively 
lower employment elasticties. 
3.3.7 CAUSES OF GROWTH OF UNEMPLOYMENT DURING 
REFORM PERIOD 
The level of employment opportunity in an economy is guided 
by the degree of its development. As the economy develops its 
production expands and hence the employment opportunity grows. But 
the expected opportunity of employment of growth, promised by the 
economic reforms has lost its force and failed to create the desired 
level of employment. In India during 1980s the economy had grown at 
an accelerated rate and so employment opportunit ies also, that bring 
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down the level of unemployment. But during 1990s when the new 
economic policies have been introduced, the national income grew but 
by a relatively lower rate than the pre-reform period. As a result the 
desired amount of employment was not created and consequently 
unemployment level increased. 
The expected gain from the integration of domestic economy to 
the world economy has not proved worthwhile. The promise of 
increased employment opportunities through the means of MNCs and 
increased investment due to the l iberalization and privatization is in a 
state of despair. The theoretically strong but practically weak notion 
i.e. economic growth always reduces poverty via effect proved 
misleading. It is true that, when economic growth will sustain for a 
long period, it generally enhances the employment prospects, but 
there are many cases where the type of growth does matter. This has 
of ten been the case of widening the gap between the rich and the poor 
in the societies like Brazil, Colombia, Kenya and of course South 
Afr ica ' '^ The same has happened in India. The economic growth 
during the reform period is led by growth in the tertiary sector where 
the employment potential is low due to the IT revolution. 
The employment condition is badly affected by the policies of 
the new economic reforms in the rural areas. It was assumed that the 
trade liberalization in the agricultural sector - a relatively labour 
intensive sector, will expand the export of agricultural products, 
particularly those from small farmers. The increased demand of export 
will need more labour have reduce unemployment. There is also an 
indirect effect of agricultural trade l iberalization on employment. The 
resultant gains to farmers from trade expansion may expand the 
demand for other goods and services that are labour intensive. These 
goods and services may include the economic activities like 
construction, personal services, simple manufacturing in village or 
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cottage industries. We have therefore, both direct as well as indirect 
e f fec ts of agricultural trade and liberalization on unemployment. But 
this great deal with theoretical base did not work in practical world. 
The main problem in this connection comes from the developed 
nations. The developed countries are still following the protectionist 
approach towards the agricultural trade that washed away the desired 
degree of gain from agricultural trade l iberalization for India. In the 
middle of september2003, many developed countries led by India 
stalled an attempt by the developed nations particularly US and EU to 
l iberalize trade in agriculture while they are giving larger agricultural 
subsidies to their farmers. 
The liberalized norms of the international trade are an 
important component of India 's economic reforms. The policy makers 
were working with the view that the liberalised procedures; of the 
international trade will increase the exports of services and hence 
reduce the unemployment rate in India. The whole process works on 
the basis that the factors of production, particularly labour force, are 
mobile from one occupation to another and f rom one region to 
another. But the increase in the export of labour force to the 
international market has not been satisfactory due to world wide 
recession during the reform period. Again, due to the technological 
and knowledge based economic growth, the newly created 
opportunit ies failed to provide a greater space for the untrained and 
unskil led India labour force. The basic theory of perfect factor 
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mobility from on occupation to another also did not get its root in the 
economy due to the lack of vocationalised educational and training 
facil i t ies. The IT revolution too adversely affected the unskilled 
Indian labour market. The combined effect of all these, increased the 
unemployment level in the liberalized economy of India where 
demand for labour depends upon the skill and eff iciency of labour. 
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3.4 REGIONAL DISPARITIES: 
A ' region ' is defined as a specific area posing a particular 
character all over the defined territory. The particular character may 
be of linguistic base, social differences, and diversity in the 
distribution of natural resources and above all the economic 
condition. A country can also be divided into different regions on the 
basis of climatic conditions. Hence, each and every nation of the 
world has some regional division irrespective of their level of 
economic development. Out of the above mentioned bases of regional 
division, the most important one is the resource endowments that is 
totally guided by the distribution of natural resources. Some part of a 
country may be well endowed with rich natural resources while the 
other part may have scarcity of resources. Such type of variations in 
the distribution of productive assets provide the basis for the regional 
disparit ies in terms of economic development. As the di f ferences in 
the distribution of natural resources will be high and the means of 
production will be concentrated in a particular region, regional 
dispartieis will be more, since the level of economic development of 
an area depends on the availability of natural resources and vice-
versa. Hence, in this respect, the concept of regional disparit ies 
represents an economic problem. It negates the economic development 
of each and every region at the same level. Natural imbalances that 
persist in every country, point out the man made imbalance as a result 
of biased policies and negligence towards a particular region due to 
scanty resources. It exposes the inappropriate ut i l izat ion of 
potentiali t ies of an area irrespective of its capacity. 
The problem of regional disparit ies was first recognized in the 
erstwhile U.S.S.R. The idea of regional development of Stalin was 
polit ically motivated, yet we can not ignore its importance in 
economic planning, today. His motivation was to develop 
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economically each region of the country in such a way that in the 
event of an invasion and occupation of any region by the capitalist 
powers might not cripple the economic power of the country. While 
explaining the cause of regional inequality, Myrdal established a 
contradictory view against the previous conviction and stated that the 
genesis of regional inequalities is not caused by the unequal 
distr ibution of the natural resources in the di f ferent regions. In his 
opinion regional inequalities within a country have a non-economic 
basis. It is the capitalist system with the single motive of profi t 
maximization that is associated with regional inequali t ies . Only those 
regions are developed where the expectations of prof i ts are high while 
other regions remain undeveloped. The gap between the two regions is 
ever increasing due to free play of market forces. He suggested "If 
things were left to market forces unhampered by any policy 
interference, industrial production, commerce, banking, insurance, 
shipping and indeed almost all those economic activi t ies which in a 
developing economy tend to give a bigger than average return and in 
addition, science, art, literature, education, culture generally - would 
cluster in certain localities and regions leaving. The rest of the 
country more or less in a back water"^". 
The long-term existence of regional inequalit ies is dangerous 
from the view point of national solidarity and peace. The world has 
witnessed many events of disintegration of a nation because of the 
growing regional inequality. Due to the growing regional inequali t ies , 
Pakistan was disintegrated in 1971 and the Eastern Pakistan got its 
independence with a new name i.e. Bangladesh. The perpetuat ion of 
regional imbalances in underdeveloped economies is the main 
obstacle in the way of rapid economic development, because the 
progress of the entire economy depends on the full capacity 
util ization of factor endowments of the regions. If there is a wide 
spread regional inequalities, the low level of per capital income of 
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backward region will badly affect the progress of the developed 
regions due to the lack of adequate demand for the products of 
developed regions. Again the evils of regional imbalance create the 
problem of low level of infrastructural development— a pre-requisite 
of economic development. The unbalanced growth of the economy 
opposes the uti l ization of resources to its maximum extent. "The aim 
of regional development should be to secure maximum efficiency in 
the util ization of available resources"^^ For a country, the 
concentration of industries in few regions has been a cause of serious 
concern. The ariel attack on the industrially developed region, by the 
enemy may easily create the fiscal problem for the government. 
Therefore, the existence of regional inequalit ies is also a problem 
from the nat ion 's security and defence point of view. The localization 
of industries in an specified area causes a number of social evils like 
over crowding, congestion & noise, environmental pollution that 
undermine the health and eff iciency of dwellers. The cost of living of 
these areas is very high that breeds poverty and increases discontent 
among the masses. In underdeveloped countries, the macro-economic 
variables like income, employment and out put remain at their low 
ebb due to the presence of regional inequalit ies. The decentralized 
development of industries, not only increases the level of income and 
employment, but also improves the infrastructural facil i t ies. 
3.4.1 ESTIMATE OF D.S. A W A S T H i " :-
Awasthi calculated regional disparit ies on the basis of 
percentage share of a region or state in total GDP and the percentage 
share of population of that state in the India 's population. The study 
revealed that Bihar gave shelter to 10.21 percent of the India ' s 
population whereas the percentage share of Bihar in GDP was 5.18 
percent during the study period. The most populous state of India 
(Uttar Pradesh) provided livelihood to 16.44 of the Indian masses. But 
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its share was only 11.43 percent in India 's total earnings. 7.82 percent 
of the Indian population resided in Madhya Pradesh and their 
percentage share in total GDP was 5.48 percent. In the same way 
Rajasthan managed to get 4.18 percent of GDP to feed 5.20 percent of 
total Indian masses. These states had been recognized as the states in 
alarming state in respect of income distribution. The study recognized 
Punjab, Maharashtra, Gujarat and Haryana as high income group 
states whose percentage share in national income was higher than 
their percentage share of population. Punjab was on the top in terms 
of percentage share in GDP. Its percentage share in GDP was nearly 
double the population percentage. Punjab captured a share of 4.06 
percent of GDP with a 2.40 percent share in total population. 
Maharashtra 's total population was 9.33 percent of the India 
population while their share in GDP of the country was 13.18 percent. 
Gujarat was at third position in terms of percentage share of income 
compared with percentage share of population. The size of the 
population was 4.88 percent of the total populat ion and their 
participation in economic activities produced 5.86 percent of total 
GDP. This differential share in GDP of the Indian States revealed 
that, "the whole process of economic development and fiscal 
operations so developed that the process of inequality could not be 
checked but was accentuated."^^ There are states whose per capita 
income is below Indian average (Rs.5051 in 1990-91), Bihar, Rs.2539, 
U.P, Rs.3553, Madhya Pradesh, Rs.3614, Orissa, Rs. 3180. Rajas than, 
Rs. 3983 while in other states are much above the India average e.g. 
Punjab, Rs.8281(1) Maharashtra, Rs. 7409(2), Haryana, Rs.6936(3) , 
Gujarat 6060(4).^^ 
3.4.2 ESTIMATE OF RIC. SHAND, S.BHINDE^'' :-
This study was based on the states ' contribution in the net 
national product of the 15 major states of India in 1996-97. The 
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excluded states were Arunachla Pradesh, Himachal Pradesh, Jammu & 
Kashmir, Manipur, Meghalya, Mizoram Nagaland, Sikkitn and 
Tripura. The sectoral share of the states in economic activities was 
also taken into account. According to the study Maharashtra was on 
the top in respect of percentage share in NNP during 1996-97. 
Maharashtra contributed 13 percent of the net national product of 15 
states. Uttar Pradesh was on second posit ion with a 9 percent share in 
NNP. But it was the most populous state of India. Its share in total 
populat ion was 16 percent. They recognized three states as the states 
of moderate share in net national product. These states were Andhra 
Pradesh, West Bengal and Tamil Nadu. Andhra Pradesh accounted 6.3 
percent income of major 15 states. These five states together share 42 
percent in the NNP of the listed states in the study. Bihar was on the 
second position in respect of population but its share was only 3 
percent in Net national product. "Sectoral development in the states 
has broadly followed a time pattern of declining shares of NSDP (Net 
state domestic product) in the agricultural sector and increasing 
shares in industry and service sector, though this patter varied 
amongst the s t a t e s . T h e study revealed that in three years ending 
(TE) 1972, all states represented agricultural sector as the dominant 
sector except Tamil Nadu, Maharashtra and West Bengal. Maharashtra 
was in advanced transition phase. The share of agriculture in its 
domestic production was the smallest and accounted for 27 percent of 
the state domestic product. "By TE 1995 no states had an agricultural 
share above 50 percent and seven states were in the 30-40 percent 
range. The laggers in transition were Punjab, Haryana, Madhya 
Pradesh and Uttar Pradesh with 40-50 percent share f rom 
agriculture"^^ 
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3.4.3 ESTIMATE OF RAJ KRISHNA^® :-
He divided the indices of dispar i ty 's measurement into six 
categories; (1) Indices of Income, poverty and unemployment; (2) 
Agricultural indicators; (3) Industrial Indicators; (4) Infra-Structural 
indicators (5) Social -Services indicators; and (6) Resource allocation 
indicators. His study revealed that 72 percent of the population below 
poverty line was concentrated in seven major states. These states were 
Uttar Pradesh, Bihar, West Bengal, Madhaya Pradesh, Maharshatra, 
Tamil Naduu and Andhra Pradesh. The 2/3"* of India ' s unemployed 
persons were residing in these states.The incidence of poverty was 
low in these states where per capita income was relatively high. For 
example the poverty ratio in Bihar was 55 percent, 2 '/z t imes more 
than the poverty ratio in Punjab (22 percent) when the income of 
Punjab was 2 V2 times greater than the income of Bihar. 
Prof. Raj Krishna calculated two indicators to show the inter 
state disparit ies in the industrial sector. These were the value added 
by manufacture per capita (VAMP) and the proport ions of workers 
manufacturing (PWM). On these basis, Bihar was ranked as the most 
backward state of India. The VAMP was at its lowest (Rs.78) and 
PWM was 5 percent in 1976-77. The states who had high VAMP and 
PWM were Maharashtra, Gujarat, West Bengal and Punjab "despite a 
low share of central investment in these states. The study further 
revealed that there were extreme inter-state disparit ies in terms of 
infra structure and social service indicators. There were scarcity of 
social services in the states like Bihar, M.P. Rajasthan and Uttar 
Pradesh, whereas these services were satisfactory in Maharashtra, 
Gujarat , West Bengal, Punjab Andhra Pradesh, Tamil Nadu and 
Haryana as compared to Bihar, Madhya Pradesh, Rajasthan and Uttar 
Pradesh. 
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3.4.4 ESTIMATE OF ECONOMIC TIMES®^ -
The study conducted by the economic times was based on the 
incidence of poverty in different states and the level of per capita net 
state domestic product. The inter state disparities were estimated for 
the period of 1977-78. The study revealed that a group of nine state 
had been providing shelter to the 50 percent of the poor of the total 
populat ion. On the basis of all India average, 48.13 percent 
populat ion of these states lived below the poverty line during the 
study period. These were Orissa, Tripura, Madhya Pradesh, Bihar, 
West Bengal, Tamil Nadu, Assam, Uttar Pradesh and Karnataka. On 
the basis of per capita net state domestic product , Punjab was 
accepted as the richest state of the Union of India. The per capita net 
state domestic product of Punjab was Rs.2278 and had lowest 
percentage of population below poverty line. The percentage of 
populat ion below poverty line in Punjab was 15.13 folloM^ed by 
Haryana (24.84 percent). 
3.4.5 ECONOMIC GROWTH AND REGIONAL DISPARITIES IN 
INDIA: 
The problem of regional imbalances or regional 
dispari t ies is a multi dimensional concept. It not only embodies the 
di f ferences on economic basis, but also considers variat ion in cultural 
and social arrangement. The net domestic product of a region is of ten 
used to highlight the differences on regional basis. The drawback of 
this index in highlighting the regional imbalances is that this method 
only represents the income of a region in totality. It does not show 
anything about the distribution of income in that particular region. To 
check this limit, per capita net domestic product of a region is used. 
Since the studies based on these indices reveals only inter states 
differences in per capita income that is alone not a suff icient 
indicator of human development. Differences in industrial growth, 
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agricultural growth, level of literacy, poverty, life expectancy etc can 
be the other important indicators of regional imbalances. Thus 
measuring regional disparities is not an easy task. It will be diff icul t 
to consider each and every indicator for mapping inequali t ies in 
d i f ferent regions. The other problem in such type of study is the 
recognit ion of a region. A country may be divided on the basis of a 
number of factors like location , resource endowment, climate, 
topography, language,race etc. But the main constraint in these bases 
is the availability of data. In India data is available statewise. The 
present study will, therefore measure the regional imbalances in terms 
of interstate disparities on the basis of fol lowing indicators. 
(i) Net State Domestic Product 
(ii) Per Capita Net State Domestic Product 
(iii) Poverty Ratio 
(iv) Literacy Rate 
(v) Life Expectancy 
(vi) Infant Mortality Rate 
3.4.5.1 DISPARITIES IN NET STATE DOMESTIC PRODUCT: 
Net State Domestic product is an important index of showing 
the distribution of income on regional basis. It represents the share of 
a particular state in the economic activity of the whole economy of 
the nation. The information about the domestic product of a state is 
provided by the Directorate of Economies and Statist ics of that 
particular state. The data available in table [5], about the net state 
domestic product at current prices reveals that the NSDP of Uttar 
Pradesh was highest among the other states in 1980-81.Its NSDP at 
current prices was Rs. 15605 crores. By producing goods and services 
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Table -5 
Net State Domestic Product at Current Prices (New Series) 
(in Rs. Crores) 
States 1980-81 1990-91 1999-2000 (A) 
Value Rank Value Rank Value Rank 
i'^dhra Pradesh 7755 6 31624 4 110525 5 
j\runachal Pradesh 95 25 446 25 1533 24 
Assam 2365 16 9775 16 25051 16 
Bihar 6494 8 24940 8 62759 10 
Delhi 2556 15 10666 14 49040 13 
Goa 334 20 1086 20 N.A. -
Gujrat 7076 7 26133 7 89317 6 
Haryana 3132 14 12644 13 41627 14 
Himanchal Pradesh 802 18 2795 18 9971 18 
Jammu & Kashmir 1308 17 3622 17 12148 17 
Kamatka 6088 9 22394 9 84686 8 
Kerala 4631 11 14747 12 58704 11 
Madhya Pradesh 8357 4 31602 5 86385 7 
Maharashtra 15473 2 59325 1 212216 1 
Manipur 197 22 714 22 2554 23 
Meghalya 207 21 884 21 2806 21 
Mizoram 68 27 336 26 N.A. -
Nagaland 126 24 693 23 N.A. -
Orissa 3528 13 9901 15 32729 15 
Punjab 4373 12 16454 11 54960 12 
Rajasthan 4843 10 21459 10 66645 9 
Sikkim 49 28 214 28 736 25 
Tamil Nadu 8077 5 30966 6 117825 2 
Tripura 344 19 1193 19 3813 20 
Uttar Pradesh 15605 1 55122 2 164630 3 
West. Bengal 10444 3 34290 3 122333 4 
Andaman & Nicobar 82 26 268 27 N.A. -
Chandigarh N.A. - N.A. - 4060 19 
Pondicherry 190 23 608 24 2918 21 
A: Advance estimates 
NA: Not available 
Source: Directorate 
and union 
2001-2002. 
of Economics and Statistics of respective state governments 
territories in the Government of India, Economic Survey, 
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of Rs. 15473 croroes, Maharashtra, acquired second posit ion in NSDP 
ranking. For the same period the NSDP of west Bengal was Rs. 10444 
crores and get the status of third highest income receiving state. The 
state with lowest NSDP was Sikkim. The people of sikkim got return 
of Rs.49 crores for their support in the economic activity of the 
country during 1980-81. Though, there was a wide gap between the 
net state domestic product of the state with highest income and lowest 
income, but it will not be appropriate to recognize it as the income 
dispari t ies in between these two states because both these states are 
neither equal in area nor endowed with same resources in equal 
amount . The disparities among different states can be measured by the 
di f ferences in the growth rate of state domestic product with the 
passage of time. For the same period, other states whose income was 
moderately high were Madhya Pradesh (Rs.8357 crores), Tamil Nadu 
(Rs.8077 Crores), Andhra Pradesh (7755 crores), Gujarat (Rs.7076), 
Bihar (Rs.6949), Karnataka (Rs.6088 crore) and Rajasthan (Rs.4843 
crores). 
After 10 years period Maharashtra captured the posi t ion of 
Uttar Pradesh by producing a worth of Rs.59325 crores for its 
residents, highest income among others in 1990-91 Maharashtra 
pushed Uttar Pradesh at second position by increasing the state 
domest ic product more than Uttar Pradesh during 1980-81 to 1990-91. 
The net state domestic product of Uttar Pradesh in these years grew 
by 189.15 percent while at the same time the growth rate of 
Maharahstra was 283.40 percent. The growth rate of other states of 
moderately high NSDP was, 228.32 percent in West Bengal, 278.33 
percent in Madhya Pradesh and 283.38 percent in Tamil Nadu. In 
1990, Sikkim generated a very low amount of net state domestic 
product as it was in 1980-81.The other states with lowest NSDP were 
Andaman & Nicobar island and Mizoram and Arunachsal Pradesh by 
producing the goods and services of Rs. 268 crores, Rs.336 crores and 
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Rs.446 crores respectively. The net state domestic product of Sikkim 
was increased by 336.73 percent whereas the growth rate of NSDP of 
Andman & Nicobar island, Mizoram and Arunachal Pradesh were 
226.82 percent, 394.11 percent, 369.47 percent respectively. The 
comparatively high growth rate of these states f rom the state of high 
NSDP will be regarded as a good sign for bridging the gap of regional 
disparit ies. 
For achieving a higher growth rate of the economy the 
Governmental of India initiated the policy of economic reforms by 
introducing the packages of the Globalization, Liberalization and 
Privatization. After completion of ten years of economic reforms, 
Maharashtra retains her position as the state of highest net state 
domestic product. The value net domestic product of Maharashtra was 
Rs.212216 crores in 1999-2000. Tamil Nadu was recognized as the 
state of second highest income generating state. Its net state domestic 
product was Rs. 117825 crores for the year 1999-2000. Uttar Pradesh 
hold third position in NDSP ranking by contributing Rs, 164630 crores 
in total net domestic product of India for the same period. The states 
whose income was more than Rs. 100000 crores were West Bengal 
(Rs.122333 crores), and Andhra Pradesh (Rs.110525 crores) in 1999-
00. The growth rate of net state domestic product for the period of 
1990-91 to 1999-00 of Maharashtra, Tamil Nadu, Uttar Pradesh, West 
Bengal and Andhra Pradesh are 257.71 percent, 280.49 percent, 
198.66 percent, 256.75 percent and 249.49 percent respectively. 
During this whole period of economic reforms the state with lowest 
net state domestic product were Sikkim (Rs.735 crores), Arunachal 
Pradesh (Rs . l533 crores), Manipur (Rs.2554 crores), Meghalya 
(Rs.2806 crores) and Pondichery (Rs.2918 crores). The income of 
these states grew by 243.92 percent 243.72 percent, 257.70 percent, 
217.42 and 379.93 percent in the states of Sikkim, Arunachal Pradesh, 
Manipur, Meghalya and Pondichery respectively. On an average the 
88 
growth rate of net state domestic product of the state of highest 
income and the state of lowest income is the same. 
The economy of the states of the highest income and the states 
of the lowest income therefore grew in post reforms period by the 
same amount whereas the growth rate in the pre reform period was 
dif ferent for higher income group and lower income group. During the 
pre-reform period the NSDP of states with the lowest income grew 
more than the states with the highest NSDP and produces a positive 
response towards reducing the gap between the states with the highest 
income and the lowest income. In contrast to the pre-reform period, 
the economy of both types of states grew at same rate af ter 1991 and 
thus no effor t has been made to reduce regional imbalance. 
3.4.5.2 DISPARITIES IN PER CAPITA NET STATE DOMESTIC 
PRODUCT: 
In India the difference in per capita net state domestic product 
is considered as the most important indicator for measuring the 
distr ibution of the most important indicator for measuring the 
distr ibution of income & wealth in different regions. The above table 
[5] represents an over view of distribution of per capita income of 
the sates of Union of India. The data available from the governments 
of respective states reveal that Andaman & Nicobar Islands was on 
the top with the highest per capita net state domestic product in 1980-
81. The per capita net state domestic product of this union territory 
was Rs.4548. This highest per capita in the Island was not supported 
by a high net state domestic product. The NSDP of this union terri tory 
was Rs.82 crores that stood at 26'*' position. The highest per capita 
income was due to a low population density. The other four states in 
terms of highest per capita income were Delhi, Pondichery, Punjab 
and Goa for the period 1980-81. Bihar was at bottom with the per 
capita net state domestic product of Rs . l022 nearly less than Rs.700 
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of the national per capita income. The second lowest per capita 
income was in Assam for the period of 1980-81. The other lowest 
income generating states were orissa (Rs . l352) , Manipur (Rs . l396) 
and Mizoram (Rs . l399) . Out of twenty eight states, the total number 
of states whose Income was lower than the national per capita income 
was sixteen. The gap between the highest per capita net state domestic 
product and the lowest per capita net state domestic product was 
Rs.3526. 
In 1990-91, Delhi and Andaman & Nicobar Island exchanged 
their positions. Delhi received the highest per capita income in India. 
The per capita income of the state was Rs.11373, more than the 
double of India 's average per capita income that was Rs.5365.3. The 
condition of Assam & Jammu & Kashmir seems to be unfavourable for 
their natives. From 18"' position, Assam reached 23"* posit ion. The 
condition of Jammu & Kashmir was more depressing. It got 22""^ rank 
while in 1980-81 it was on 8"" position. Bihar failed to improve its 
posit ion from the row of the lowest per capita income group and 
continued on 20"* position, the lowest one. In the queue of the five 
richest states, the remaining four were Andaman & Nicobar islands, 
Goa, Punjab and Haryana with their respective per capita net state 
domestice product of Rs.9729, Rs.8952, Rs.8177 and Rs.7721. 
The per capita income of Bihar on the basis of NSDP was Rs. 
2966 less than the national per capita income by Rs.2399.3. The other 
states whose per capita income was less than the per capita net 
national product of India were eighteen in 1990-91. The income of 
Delhi was greater than the per capita income of Bihar with a margin 
of Rs.8407 i.e. nearly triple the per capita net state domestic product 
of Bihar. There was a gulf, therefore between the PCNSDP of Delhi 
and Bihar. During these ten years the degree of regional disparities 
remained unchaged. The gap between the states of the highest per 
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capita income and the lowest per capita income was increased to 
Rs.8407 in 1990-91 from Rs.3526 in 1980-81. Further the number of 
states whose per capita net state domestic product was lower than the 
average, also increased in 1990-91. 
The data available for the year of 1999-2000 reveals that 
Chandigarh was on the top with a per capita net state domestic product 
of Rs. 46347. The period of economic reforms brought prosperity for 
the dwellers of pondichery. In 1990-91 it was at V"' posit ion but after 
the completion of 1990s it made a conducive environment for the 
third highest income generating state. In 1990-91, its per capita net 
state domestic product was Rs.7657 that increased to Rs.30768 in 
1999-00 nearly four times. Delhi remained on the second posit ion by 
producing goods and services of Rs.35705. The states that registered 
some improvement in the post reforms period are Kerala (from the 
14"' to 9"^ ), Mizoram (from 19'" to 15"^ in 1998-99) and Andhra 
Pradesh (lO *^* to 13^^). In 1999-2000, the lowest per capita income is 
in Bihar in the union of India. It remained at bottom in terms of the 
per capita net state domestic product with a per capita income of 
Rs.6328. The states with lower income other than Bihar were, Orissa 
(Rs.9162) Assam (9612), Uttar Pradesh (Rs.9765) and Tripura 
(102113). The difference between the highest and the lowest per 
capita income of states is Rs.40019 which is higher than the gap in 
1990-91. Not only this, the gap between the two states with the lowest 
per capita income is also high in 1999-2000. It is around Rs . l800 
showing a further increase in the per capita income of Indian states. 
The number of states whose income is lower than India ' s per capita 
net domestic product is fourteen out of twenty five. 
An information about PCNSDP growth rate is. given in table (6). 
The highest growth rate in per capita net state domestic product 
between 1980-81 and 1990-91 was achieved by Nagaland with a 
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growth rate of 266.7 percent. By receiving a growth rate of 247.7 
percent during the same period Mizoram was on the second position. 
Other three states in the group of top five were Arunachal Pradesh, 
Rajasthan and Sikkim with a growth rate of 243.69 percent, 242.90 
percent and 237.41 percent respectively. The growth rate of India 's 
per capita net domestic product was 208.12 percent. This high growth 
rate of per capita income improved the condition of Nagaland and 
ranked at position from in 1980-81 .Following the same trend 
the position of Arunachal Pradesh, Sikkim and Rajasthan got 
improved. But the period of economic reforms has been discouraging 
for them. Arunachal Pradesh was on 12*'' posit ion in 1990-91 in a 
group of 28 states and reached to after complet ion of one decade 
in the group of 25 states. The performance of Nagaland is not 
different from Arunachal Pradesh. On the inception of economic 
reforms it was on position while in 1998-99 its posi t ion worsened 
and slipped to 17"^ position in per capita net state domest ic product. 
The states that registered lowest growth rate were Andaman & 
Nicobar Islands, Jammu & Kashmir, Tripura, Orissa and West Bengal 
during 1980-81 to 1990-91. Despite a lowest growth rate in per capita 
income, Andaman & Nicobar maintained herself in the list of top 5 
states of the highest per capita income group. The other states, whose 
per capita income growth rate was lower than the India ' s average, 
were Pondicherry, Uttar Pradesh, Manipur, Madhya Pradesh, Kerala, 
Goa, Bihar and Delhi. The pressure of lower growth rate than the 
India ' s average growth in per capita income pulled down Jammu & 
Kashmir to 22"^" position in 1990-91 from posit ion in 19980-81. 
Contrary to this the slow growth rate of per capita income in Orissa 
failed to dismantle its position very sharply. In 1980-81 it was at 26th 
position and ranked at 27^ *^  in 1990-91. The whole decade of economic 
reforms has been a period of slower growth rate in the per capita net 
state domestic product in aggregate. But, some Indian states have 
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Table -7 
Per Capita Net State Domestic Product at Current Prices 
(New Series) 
(in Rs.) 
States 1980-81 1990-91 1999-2000 (A) 
Value Rank Value Rank Value Rank 
Andhra Pradesh 1467 21 4816 20 14715 13 
Arunachal Pradesh 1522 20 5231 12 14338 14 
Assam 1329 27 4432 23 9612 23 
Bihar 1022 28 2966 28 6328 25 
Delhi 4145 2 11373 1 35705 2 
Goa 3200 4 8952 3 N.A -
Gujrat 2069 9 6343 8 18625 8 
Haryana 2437 7 7721 5 21114 6 
Himanchal Pradesh 1820 12 5243 11 15012 12 
Jammu & Kashmir 2152 8 4624 22 12338 17 
Kamatka 1644 15 4975 16 16343 10 
Kerala 1835 11 5110 14 18262 9 
Madhya Pradesh 1609 16 4798 21 10907 20 
Maharashtra 2492 6 7612 6 23398 4 
Manipur 1396 25 3912 26 11370 19 
Meghalya 1538 19 4944 17 11678 18 
Mizoram 1399 24 4856 19 N.A. N.A. 
Nagaland 1607 17 5893 9 N.A. N.A. 
Orissa 1352 26 3166 27 9162 24 
Punjab 2629 5 8177 4 23040 5 
Rajasthan 1424 22 4883 18 12533 16 
Sikkim 1545 18 2513 13 13356 15 
Tamil Nadu 1666 13 5514 10 19141 7 
Tripura 1645 14 4240 24 10213 21 
Uttar Pradesh 1402 23 3937 25 9765 22 
West. Bengal 1925 10 5072 15 15569 11 
Andaman & Nicobar 4548 1 9729 2 N.A. -
Chandigarh N.A. - N.A. - 46347 1 
Pondicherry 3201 3 7657 7 30768 3 
A: Advance estimates 
NA: Not available 
Source: Directorate 
and union 
2001-2002, 
of Economics and Statistics of respective state governments 
territories in the Government of India, Economic Survey, 
p. S-12 
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registered a higher growth rate than other in 1991-2000. Pondicherry 
registered the highest growth rate in per capita. 
3.4.5.3 DISPARITIES IN TERMS OF POVERTY: 
From the very beginning, the perpetuation of poverty gap 
among the states has been recorded in Indian states. The alleviation of 
poverty in India has been the most important object ive of the 
planners. Though various measures were taken through the 
implementation of different poverty alleviation programes to eradicate 
the incidence of poverty, some degree of success has also been 
attained, yet we failed to get the desired result. Still a large number 
of the people are living below the poverty line and a high degree of 
inter state differentials persist among the states. 
A secular decline has been witnessed by all states in the 
poverty ratio since 1973-74 to 1999-2000. The poverty ratio is 
calculated on the basis of state specific poverty lines and the 
distr ibution of group expenditure, released f rom NSSO data on 
consumption expenditure. The different survey of NSSO, revealed that 
the poverty ratio has declined at macro level. The rural, urban and 
inter-state disparities are clearly visible from the table (8). The table 
represents the existence of poverty at state levels and national levels 
since 1973-74 to 1999-2000. The above table clearly reveals that the 
incidence of poverty in the rural as well the urban areas in different 
states has declined considerably, but there is an evidence of high 
degree of poverty differentials between backward states and 
developed states lending towards a mounting regional dispari t ies. 
In 1973-74 the highest poverty ratio in the rural areas was 
73.16 percent in West Bengal whereas the lowest ratio was 24.44 
percent in Delhi, showing a gap of 47.72 percent and thus the highest 
poverty ratio in the rural areas was triple the lowest. The states with 
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TABLE - 8 
Poverty Ratio at the State 
(per cent) 
RURAL URBAN COMBINED 
S.No, STATE 
1973-
1974 
1993-
1994 
1999-
2000 
1973-
1974 
1993-
1994 
1999-
2000 
1973-
1974 
1993-
1994 
1999-
2000 
1. Andhra Pradesh 48.41 15.92 11.05 50.61 38.33 26.63 48.86 22.19 15,77 
2. Amnachal Pradesh 52.67 45.01 40,04 36.92 07.73 07,47 51.93 39.35 33,47 
3. Assam 52.67 45.01 40.04 36.92 07.73 07,47 51.21 40.86 36.09 
4, Bihar 62.99 58.21 44,30 52.96 34.50 32,91 61.91 54.96 42.60 
5. Goa 46.85 05.34 01,35 37.69 27.03 07,52 44.26 14.92 04.40 
6. Gujarat 46.35 22.18 13,17 52.57 27.89 15,59 48.15 24.21 14.07 
7. Haryana 34.23 28.02 08,27 40.18 16.38 09,99 35.36 25.05 08.74 
8. Himachal Pradesh 27.42 30.34 07,94 13.17 09.18 04,63 26.39 28.44 07.63 
9. Jammu & Kashmir 45.51 30.34 03,97 21.32 09.18 01.98 40.83 25.17 03.48 
10. Kamataka 55.14 29.88 17.38 52.53 40.14 25.25 54.47 33.16 20.04 
11. Kerala 59.19 25.76 09.38 62.74 24.55 20.27 59.79 25.43 12.72 
12. Madhya Pradesh 62.66 40.64 37.06 57.65 48.38 38.44 61.78 42.52 37.43 
13. Maharashtra 57.71 37.93 23.72 43.87 35.15 26.81 53.24 36.86 25.02 
14. Manipur 52.67 45.01 40.04 36.92 07,73 07.47 49.96 33.78 28.54 
15. Meghalaya 52767 45.01 40.04 36.92 07.73 07.47 50.20 37.92 33.87 
16. Mizoram 52.67 45.01 40.04 36.92 07.73 07.47 50.32 25.66 19.47 
17. Nagaland 52.67 45.01 40.04 36.92 07.73 07.47 50.81 37.92 32.67 
18. Orissa 67.26 49.72 48.01 55.62 41.64 42.83 66.18 48.56 47.15 
19. Punjab 28.21 11,95 06.35 27.96 11.35 05.75 28.15 11.77 06.16 
20. Rajasthan 44.76 26.46 13.74 52.13 30.49 19.85 46.14 27.41 15.28 
21. Sikkim 52.67 45.01 40.04 36.92 07.73 07.47 50.86 41.43 36.55 
22. Tamil Nadu 57.43 32.48 20.55 49.40 39.77 22.11 54.94 35.03 21.12 
23. Tripura 52.67 45.01 40.04 36.92 07.73 07.47 51.00 39.01 34.44 
24. Uttar Pradesh 56.53 42.28 31.22 60.09 35.39 30.89 57.07 40.85 31.15 
25. West Bengal 73.16 40.80 31.85 34.67 22.41 14.86 63.43 35.66 27.02 
26. A & N Island 57.43 32.48 20.55 49.40 39.77 22.11 55.56 34.47 20.99 
27. Chandigarh 27.96 11,35 05.75 27.96 11.35 05.75 27.96 11.35 05.75 
28. Dadra & Nagar Hav. 46.85 51,95 17.57 37.69 39.93 13.52 46.55 50.84 17.14 
29. Daman & Diu N.A. 05.34 01.35 N.A. 27.03 07.52 N.A. 15,80 04.44 
30. Delhi 24.44 01.90 00.40 52.23 16.03 09.42 49.61 14.69 08.23 
31. Lakshadweep 59.19 25.76 09.38 62.74 24,55 20.27 59.68 25,04 15.60 
32. Pondicherry 57.43 32.48 20:55 49.40 39,77 22.11 53.82 37,40 21.67 
All India 56.44 37.27 27.09 49.01 32.36 23.62 54.88 35.97 26.10 
N.A.: Not Available 
Source: Government of India Planning Commission in Economic Survey, 2001-2002, p.239. 
97 
highest poverty ratio in the rural areas in 1973-74 were, West Bengal, 
Orissa, Bihar, Madhya Pradesh and Kerala. In the case of urban 
poverty the scene is different. Kerla and Lakshdweep were providing 
shelter to 62.74 percent of its population living below poverty line 
and ranked as the poorest. 
The lowest urban poverty rate was 13.17 percent in Himachal 
Pradesh. Kerala, Uttar Pradesh, Madhya Pradesh, Orissa and Bihar 
were recognized as the states of the highest poverty incidence. In 
1973-74, poverty ratio was 67.28 percent in Orissa, 62.99 percent in 
Bihar, 62.66 percent in Madhya Pradesh and 52.67 percent in Assam 
in the rural areas that declined to 48.9 percent in Orissa, 44.30 
percent in Bihar 37.06, percent in Madhya Pradesh and 40.04 percent 
in Assam during 1999-00. These present poverty ratios of 
underdeveloped states are still very high as compared to relatively 
developed states like Punjab (6.35 percent) Gujarat (13.17 percent) 
and Kerala (9.38 percent). The rural poverty ratio is therefore still 
high in Orissa, Bihar and North Eastern states after four decades. 
The combined poverty ratio of the backward states during the 
period 1973-74 to 1999-2000, gradually declined to 47.15 percent 
from 66.18 percent in Orissa, 42.60 percent from 61.91 percent in 
Bihar, 37.43 percent from 61.78 percent in Madhya Pradesh and 36.09 
percent from 51.21 percent in Assam. In this regard the performance 
of some states have been quite satisfactory. The states like Kerla, 
West Bengal, Tamil Nadu and Uttar Pradesh have produced 
encouraging results in 1999-2000. The combined poverty ratio of 
Kerala was 59.79 percent in 1973-74 that decreased to 12.72 percent. 
Adopting the same trend, West Bengal, Tamil Nadu and Uttar Pradesh 
whose poverty ratio were 63.43 percent, 54.94 percent and 57.07 
percent in 1973-74, declined substantially to 27.02 percent, 21.12 
percent and 31.15 percent in 1999-2000. 
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The states, where the poverty ratio declined significantly are 
Kerala, Jammu & Kashmir, Goa, Lakshadweep, Delhi, Andhra 
Pradesh, Gujarat, Tamil Nadu, Karnatka, West Bengal and Andaman 
& Nicobar Island. The monumental reduction in poverty ratio in these 
states is the result of economic growth and distribution, though the 
pattern of growth and its distribution is different in the different 
states. Kerala has focused on human resource development whereas 
West Bengal gave more stress on the implementation of land reform 
measures and empowerment of Panchayats. Andhra Pradesh 
distinguished her self in this regard by emphasizing on direct public 
intervention in the form of public distribution system of food grains. 
In 1973-74, Orissa, Bihar, Madhya Pradesh, Uttar Pradesh, 
Kerala, West Bengal, Lakshdweep, Andaman & Nicobar, Tamil Nadu 
and Karnatka were the top ten states in the list of the incidence of 
poverty. This scene has changed in 1999-2000, Tripura, Meghalya, 
Arunachal Pradesh, Nagalan, Assam and Sikkim replaced 
Lakhshadweep, Andaman and Nicobar, Tamil Nadu, Karnataka, West 
Bengal and Kerala. Thus a new region or group of states emerged as 
poor states—i.e North Eastern states. Bihar, Orissa and Madhya 
Pradesh show the most discouraging trend. They were among the five 
states with the highest poverty ratio and still remained at the same 
position. Therefore, after four decades some states improved 
themselves in respect of the incidence of poverty but the level of 
disparities perpetuated in states, remain unchanged. 
3.4.5.4 DISPARITIES IN SOCIAL SECTOR: 
In addition to disparities in per capita income distribution, it is 
necessary to consider regional disparities in other areas of human 
development as well. From this point of view the indicators chosen 
are literacy rate, life expectancy and infant mortality rate. In 1991 
India's literacy rate was 52.4 percent but this was not evenly 
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distributed in each and every state. The state with the highest literacy 
rate was Kerala where 89.81 percent people were literate. Maharashtra 
was on second position as revealed by the Table (9). The literacy rate 
of Maharashtra was 64.87 percent nearly 25 percent less than the 
Kerala. Thus, only between these two states there was a wide gap 
between the state at first position and state at the second position. 
Tamil Nadu and Gujarat followed Maharashtra by showing a literacy 
rate of 62.66 percent and 61.29 percent respectively. The lowest 
literacy rate was found in Bihar by the Census of India. Only 38.48 
percent people of Bihar were literate in 1991. Bihar was followed by 
Rajasthan. 41.60 percent people got registered themselves as literate 
in Uttar Pradesh while the survey was being conducted. The other 
states, below the India's average literacy rate were Madhya Pradesh, 
Andhra Pradesh and Orissa as revealed from the given table[9]. The 
gap between the state of the highest literacy rate and state of the 
lowest literacy rate was 57.33 percent in 1991 nearly equal to the 
national literacy rate for the given year. 
According to Census of India (2001) after a period of ten years 
since 1991, the literacy gap among the states did not change. The data 
statistics of the census 2001 acknowledged that Kerala retains its 
position on top as it was in 1991. The literacy rate of Kerala touched 
the boundary of 90.00 percent. The second position is captured by 
Maharashtra where 13 percent increment is observed. The literacy rate 
of Maharashtra became 77.27 percent in the year 2001. The most 
important fact as revealed by the table (9) is that the gap between the 
state with the highest literacy rate and the literacy rate of the second 
highest literate state improved. Rajasthan registered the highest 
increment in the literacy rate over the whole decade. The literacy rate 
of Rajasthan increased to 61.03 percent in 2001 from 38.55 percent in 
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Table-9 
Human Development Indices in Selected States 
States Literacy Rate' Life Expectancy^ Infant Mortality 
Rate^ (1999) 
1991 2001 1989-93 1993-97 
Andhra Pradesh 44.09 61.11 60.5 62.4 66 
Assam 52.89 64.28 54.9 56.7 76 
Bihar 38.48 47.53 58.4 59.6 63 
Gujrat 61.29 69.97 60.0 61.9 63 
Haryana 55.85 68.59 63.1 64.1 68 
Kamatka 56.04 67.04 61.8 63.3 58 
Kerala 89.81 90.92 71.7 73.3 14 
Madhya Pradesh 44.20 64.11 53.9 55.5 90 
Maharashtra 64.87 77.27 64.2 65.5 48 
Orissa 49.09 63.61 55.5 57.2 97 
Punjab 58.51 69.95 66.4 67.7 53 
Rajasthan 38.55 61.03 57.9 60.0 81 
Tamilnadu 62.66 73.47 62.9 64.1 52 
Uttar Pradesh 41.60 57.36 55.8 57.6 84 
West Bengal 57.70 69.22 61.5 62.8 52 
Source: 1 Office of Registrar General in Economic Survey, 2001-02, 
2 Government of India, Census-2001 in Economic Survey, 2001-02, PP.S-110-11 
3 , Economic Survey, 2000-01, P.201 
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1991. The other three states out of five with a high literacy rate are 
Tamil Nadu, Gujarat and Punjab with a literacy rate of 73.47 percent, 
69.97 percent and 69.95 percent respectively. The literacy rate of 
Bihar revealed that the region is with lowest literacy rate. In 2001 
only 47.53 percent people of Bihar were literate. Uttar Pradesh 
followed it by literating 57.36 percent of the total population. 
Rajasthan (61.03 percent), Andhra Pradesh (61.11 percent) and Orissa 
(63.61) are one the third, fourth and fifth position from the bottom 
respectively. The difference between the highest literacy rate and the 
lowest literacy rate reduced to 43.39 percent in 2001 against 51.33 
percent in 1991. 
The infant mortality rate and the life expectancy rate are two 
other indices for measuring the physical quality of life. As the 
economy moved on the path of social and economic development, the 
death rate of child at birth has shown a tendency to decline. From this 
point of view kerala is far ahead of the other states. In 1990 infant 
mortality rate in Kerala was 17 per 1000 against national infant 
mortality rate of 80 per 1000. Punjab, Maharashtra, West Bengal, 
Haryana and Tamil Nadu have infant mortality rates in the range of 59 
to 69. The states registering high infant mortality rates in 1990 were 
Orissa (122), Uttar Pradesh (99), Madhya P radesh ( l l l ) Rajasthan 
(84), Assam (76) and Bihar (75). In 1999, the death rate of child at 
birth declined to 14 per thousand representing and improvement in the 
quality of life. The states whose infant mortality rate is ranging 
between 60 to 70 are Andhra Pradesh, Gujarat, Bihar and Haryana. 
Orissa is in the worst condition where 97 children died at birth out of 
every thousand birth. A large difference in infant mortality rate 
between Kerala and Orissa represents the wide spread disparities in 
the distribution of medical facilities and other social safety nets 
services. The other states with a high infant moratality rate are Uttar 
Pradesh (84), Rajasthan (81) and Assam (76). 
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Life expectancy - an index of quality of life, measures the 
average of life of an individual at birth. Data related with life 
expectancy rate is given in table 9.The average life of an individual in 
Kerala was 71.7 years in 1989-93 that was the longest life expectancy 
of mankind in India. The state of second highest life expectancy was 
Punjab. The lowest life expectancy was 53.9 years in Madhya Pradesh 
for the same period. The state where life expectancy was between 60 
to 70 years were Maharashtra (64.2), Haryana (63.1), Tamil Nadu 
(62.9), Karnatka (61.8), West Bengal (61.5), Andhra Pradesh (60.5) 
and Gujarat (60.0).The expected life in Kerala was nearly 18 years 
more than the Madhya Pradesh where it was 53.9 years, representing 
the extent of regional disparities in terms of average life of an 
individual. The period of 1993-97, further improved the average life 
of Indians. An individual is expected to live for 67.7 years in Punjab 
for the period of 1993-97. The state where average life of human 
being is ranging between 60 to 70 years are Maharashtra (64.2), Tamil 
Nadu(62.9), Haryana (63.1) Karnatka (61.8) Andhra Pradesh (60.5), 
Gujarat (60.0) and West Bengal (61.5). Though an improvement is 
recognized in the average life of Indians in all the states over the 
passage of time, yet the extent of gap between the states remained 
more or less same. 
From the above analysis about the persistence of regional 
disparities among the states and the union territories of India, now we 
are able to state about the performance of the Indian economy in 
terms of regional imbalances. If we take the comparative study of Net 
state Domestic product / Per Capita Net State Domestic Product at 
current prices as a parameter to examine the disparities among the 
different states, we find that each and every state has improved its per 
capita income but the differences among the states remain unchanged. 
We can't deny the opinion of the development of poor states but their 
rate of development has been less than the rich states particularly 
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after 1991. During the period of reforms the number of states below 
India's per capita, also increased in comparison to previous decade. 
During 1980-81, there were 16 states whose per capita income was 
less than India's average per capita income, which increased to 18 in 
1999-2000. The same pattern is witnessed in the field of reduction in 
poverty among the states, literacy rate, life expectancy rate and infant 
mortality rate. 
3.4.6 CAUSES OF REGIONAL DISPARITIES: 
Whether it is a developed nation like USA or developing 
country like India, the presence of regional disparities is common in 
the whole world. Though, there are a number of factors responsible 
for perpetuation of regional imbalances, political empowerment of a 
region or group is most important that directs the other factors. The 
complex political process of Indian governance is characterized as the 
multi-party system where not only the national political parties but 
the regional political parties also actively participate in the formation 
of the government. Since the independence, only national parties were 
deciding the future of the Indian Government till 1991. But the trend 
has been changed after 1991. Now the regional parties are playing 
very important role in the government formation. The emerged power 
of these regional parties pressurizes the union government to get a 
comparatively favourable resource allocation for their own region. 
Growth of such type of sentiment that create regional imbalances is a 
produce of the process of political development caused by the 
growing political awareness and individuals participation in the 
developmental work. In India the pressure groups are the state 
governments. Since long the union and the state governments have 
been playing a dominant role in allocating resources, the means of 
development through the Finance Commission. It is the fact that 
decision about the public sector investment is taken by the 
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governments, but we can't ignore the importance of government 
policies in determining the allocation of private sector investment 
through its various sanctions and incentives. The awareness about this 
particular role of the government is increasing gradually with 
information communication and entertainment (ICE) revolution and 
that is why the leaders of different groups and regions are trying to 
influence the decision of investment in favour of their own. 
The philosophy of "determinism"^" plays an important role in 
the development/underdevelopment of a region. The geographical 
conditions of a region decide the pattern of economic activities at 
greater extent in developing countries than developed nations. The 
diversity in geographical conditions in different part of India has 
created the problem of regional imbalance. The mountain range of 
Himalyas viz - Northern part of Jammu & Kashmir, Himachal 
Pradesh, Hilly regions of Utranchal and North Eastern part of India 
have remain backward and underdeveloped mainly because of 
inaccessibility due to harsh living conditions. We can not, therefore, 
ignore the importance of climate of a region in its development. We 
also can not ignore the importance of climate of a region in its 
development. In India it is the main reason behind the under 
development of agricultural regions like Bihar, Rajasthan, Orissa, 
Eastern part of Uttar Pradesh etc. due to the uncertainty of monsoon. 
By and large, the locational factors of industries have been 
recognized as the main constraint in the way of balanced 
development. The industries are generally located in the regions 
where the infrastructure facilities and other factors of production are 
developed and easily available. Contrary to this the region lacking in 
these facilities is neglected. Naturally, as the developmental process 
gets momentum they attract the labour, capital, trade and commerce 
and extei'nal economies towards developing regions. Again the private 
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sector investment is generally concentrated in developed regions to 
reap the benefits of external economies. Such type of tendency in 
private sector investment takes the advantage of cheap labour, well 
developed infrastructure facilities, transports, communication and a 
conducive market for their product. 
The historical background of a nation is also a determinant of 
the level of the development of a country. In India, the history of 
regional disparities exists since the British rule. During the British 
colonial era, only those areas had been getting the attention for the 
development where the manufacturing and trading facilities were well 
developed. The period of British rule had been the later period of the 
industrial revolution especially in the textile industries. The cotton 
industries required humid condition for the manufacturing process. 
In India such type of condition is found is coastal regions of 
South India and some coastal region of eastern India. That was the 
reason, why. Mumbai, Chennai and Kolkata remain the area of interest 
for the British rule for economic activities like manufacturing and 
trading. 
The high yield varieties programme was initiated in 1966-67 on 
a very small part (seven districts) of arable land and even today it 
covers only about 40 percent of gross cropped area. Naturally, the 
benefits of the new technology remained concentrated in these areas 
only. Further more, the green revolution recorded limited success in 
other food grains than wheat for a number of years. Its benefit mostly 
accrued to wheat growing areas. The performance of this agricultural 
revolution is satisfactory only in those areas where there is adequate 
supply of water for irrigation. These are the regions of Punjab, 
Haryana and Western Uttar Pradesh. The combined share of these 
states in total foodgrains production increased from 25.2 percent 
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during 1960-62 to 38.5' percent during 1997-98 to 1999-2000. Against 
this, the share of all other states registered decline. The 'mantra' of 
green revolution is therefore, biased in favour of a specified region 
and hence led to an increase in regional inequalities. 
4. NATURE AND CHARACTERISTICS OF PACKAGES OF 
REFORMS 
In July 1991, under the pressure of balance of payments crisis, 
the new Congress government approached the World Bank and IMF to 
get sanctioned a huge loan ($7 billion) in order to bail India out of the 
crisis. As prudent lender, the World Bank and IMF insisted that India 
must put its economy towards economic reforms. Dr. Manmohan 
Singh, the then Finance Minister, gave a commitment to the IMF 
managing director, Michad Camdessns regarding the targets set by the 
Government of India pertaining to key macro economic object ives and 
also initiating a number of policy measures to bring about structural 
readjustment of the economy. 
It is thus obvious that the crisis of 1991 made it obligatory for 
government to implement the packages of stabilization and structural 
adjustment policies advocated by the World Bank and IMF. Through 
reversal of existing economic policies and restructuring of economic 
insti tutions, India moved towards openness. Thus, the task before the 
present government was two-fold. 
1. To restore macro-economic instability by reducing f iscal and 
balance of payments deficit , and 
2. To complete the process of economic reforms which had for 
the last ten years been conducted intermittently 
The main purpose of the new policies was to pull the economy 
out of the tight spot in which it had been placed by the f inancial crisis 
of 1990-91 and set it on a long term high growth path which was the 
purpose of the policy changes initiated since early eighties. To restore 
the macro-economic stability. Stabilization programme was launched 
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while to deal with the problem of long term sustainable growth rate of 
the economy structural adjustment programme was init iated. 
The stabilization programme was totally devoted towards 
demand side adjustment and aimed at reducing the level of aggregate 
d e m a n d . " By nature the policies of stabilization programme were of 
short term measures. While the structural adjustment programme was 
launched to remove the institutional and market impediments or 
barriers in the way of fast output growth. The policies under the 
structural adjustment programme represent the supply side adjustment 
of the economy. There were mainly two strategic policies in this 
programme; (a) allocation of resources from non-traded to traded 
goods sector and within the later from import competing activit ies to 
export augmenting activities, and (b) the allocation of resources from 
government sector to private sectors. It was expected that with the 
introduction of structural adjustment programme the potential of 
economic growth would improve. The policy makers implemented this 
programme to enhance the capacity of the economy to bear the future 
shocks successfully. The measures under this programme also aimed 
at increasing the employment opportunity and reducing the abuse of 
v/idespread poverty. All these objectives were sought to be achieved 
v/ith the help of proper policy instrument that will lead: 
a. To the proper allocation and util ization of resources, 
b. To increase the efficiency of the public sector undertakings, 
c. To establish a better industrial relation and so on. 
While dealing with new economic policies and its e lements , it 
Vv'ill be better to distinguish the objectives as well as instruments of 
stabilization and structural adjustment policies. 
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4,1. STABILISATION PROGRAMME 
An environment of instable macro-economic variables could not 
provide a safe and conducive background to the structural reforms. 
Therefore, it becomes important to stabilize the macro-economic 
indicators viz; inflation, balance of payments crisis, f iscal deficits 
etc. For this very purpose policy of stabil ization was implemented. To 
get f ru i t fu l results from structural reforms of any economy, it is 
necessary to bring the economy in a state where; 
There is a tolerable balance of payment condition. It means that 
the current account deficit should not be as high as that can not be 
f inanced by normal inflow of capital. 
Inflat ion should not be higher than 6.0 percent per annum. 
There must be adequate supply of public investment so as to 
attain an annual growth rate of GDP about 5 percent . And the 
investment made by government must not be f inanced by monetised 
defici ts in excess of 1 percent of GDP; and 
The fiscal condition should be in the state of declining 
government dissavings and sustainable domestic borrowing. 
The realization of these conditions can be successfully achieved 
only when there will be equilibrium in the domestic demand and 
economic activity in the short run. A hard step of this nature would 
involve hardships and social costs. This can soften the concessional 
external f inance, which will enable the government to maintain a 
large external deficit . However, it must be kept in mind that the 
external f inance can only provide a short term relief and therefore 
effor ts must be made in the direction of the solution to the problem. 
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The specific measures that constitute the stabil ization 
programmes are fiscal policies, monetary policies, exchange rate 
adjustment and wage income policy. The reform programmes has 
introduced in respect of each policy mentioned above by the 
Government of India 
4 .1.1 FISCAL POLICY REFORMS 
The fiscal policy reforms of 1991 and 1992 were centered on 
the reduction of fiscal deficit . The main instruments through which 
fiscal defici t was expected to reduce were the expenditure control and 
additional resource mobilization. In the 1991, the target of reduction 
in fiscal deficit was 6.5 percent was achieved. The target was 
successful ly achieved through reduction in expenditure on 
developmental work, agriculture and social sector. To reduce the 
burden of fiscal deficit , the government proposed to cut the defense 
expenditure and overall non-plan expenditure in the 1991-92 budget. 
In the reduction of government burden, a major contribution is made 
by reduction in subsidies. A considerable part of subsidy was given to 
agricultural inputs, particularly ferti l izers. Government increased the 
supply price of the ferti l izers by 30 percent, which had remained 
unchanged since 1981. But this facility continued to be given to small 
and marginal farmers. The subsidies given to exports and sugar were 
also abolished. To improve the efficiency of public sector 
undertakings and generate additional resources for debt servicing, 
disinvestments policy was undertaken. The successful implementat ion 
of disinvestments programme enabled the government to eschew and 
usulate its political obstruction and take more bold steps towards the 
privatization of those PSUs where it was necessary. The other area of 
fiscal policy reforms were the lowering of advalorem and auxiliary 
rate of customs duty and exemption from gift tax on foreign exchange 
remittances. One more characteristic of this reform was the shif t ing of 
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dependency on indirect taxes to direct taxes. The reform also made 
the rupee, partially convertible on capital account. The new system 
allowed the 40 percent remittance of all foreign exchange whether it 
is earned through export of goods and services or remit tances. This 40 
percent of foreign exchange will be surrendered at off ic ia l exchange 
rate and remaining 60 percent will be converted at market determined 
rate. 
Reforming its tax collection activity, the peak tar i f f rate was 
reduced to 110 percent from 150 percent. Government also reduced 
the import duties imposed on capital goods, pest icides and 
insecticides, basic feed stock for petro-chemical industries building 
materials etc. We have also adopted a policy of rat ional izat ion of 
excise duties. The excise duties on consumer goods like cigarettes, 
ordinary cement, light commercial vehicles, detergents etc. have been 
increased. 
The fiscal policy reforms granted some relief to income tax 
payers. The maximum rate of income tax has been reduced to 30 
percent from 50 percent with a reduction in income tax slab to four. 
The exemption limit of income tax has been also increased to Rs. 
50000 from Rs. 22000. While softening the attitude towards direct 
taxes, some tax concession for savings and dividends has been either 
withdrawn or reduced whereas tax incentives have been provided to 
working women, senior citizens, sport persons and art isans. The 
government also rationalized the wealth tax and capital gain tax. 
Now, the method of computing the capital gains has changed and 
allowed to adjust the cost of asset for general inf lat ion before 
deducting from the sale proceeds. The wealth tax on unproductive 
asset was reduced to 2 percent with a basic exemption of Rs. 15 lakh, 
and the tax rate on foreign institutional investors capital gain has also 
reduced. 
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Thus, the fiscal policy reforms tried to influence the problem of 
fiscal defici t and balance of payments deficit by two ways. Firstly, by 
increasing the revenue receipt from tax and non-tax revenue with the 
help of increasing the tax base with a simple and moderate tax rate. 
Secondly, by reducing the level of expenditure whether it was at the 
cost of social welfare. Though these reforms reduced the expenditure 
on social sector in short yet these increases the eff ic iency in 
ut i l izat ion of resources. The reforms, which had been taken under the 
banner of fiscal reforms, were more lenient towards capital is t class 
and harsh towards poor masses. 
4.1.2 MONETARY AND CREDIT POLICY REFORMS 
In the backdrop of a diff icult balance of payments situation and 
a high rate of inflation, a reform in a number of monetary policy 
measures were taken. The reforms were made in accordance with the 
main objective of curbing imports as well as reducing aggregate 
demand in the economy so as to maintain the imbalances in the 
external payments. The reform in monetary mechanism was also 
maintained to modernize the instrument of monetary control . The 
main purpose of this was to make the economy up to date with new 
growing challenges in a market economy where less will be left for 
government. Considering the importance of administered interest rate 
in the Indian economy, it was allowed to be continuing but they were 
made more flexible. The monetary instruments like CRR, SLR, 
repurchase auctions, treasury bills and dated securities were also 
affected by new economic policies. The changes were made with the 
dual objective of reducing the implicit tax on banking system as a 
result of forced lending to government and of replacing physical 
control of monetary variable by instruments based on market 
incentives. 
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4.1.3 INTEREST RATE POLICY 
The main motive behind the interest rate reform was to improve 
the f lexibil i ty in the structure of interest rate. For providing freedom 
to commercial banks regarding the determination of interest rate, RBI 
st ipulated a floor rate of interest above which banks can change the 
interest rate, based on their perceptions of risk for loans. The interest 
r£Lte on loans and advances borrowed by scheduled commercial banks 
has been lowered gradually. A readjustment in the rate of interest 
charged by financial institution was also made. The reform in the 
lending rates were preceded by linking the interest rate to only the 
size of loan irrespective of other factors like purpose, location, size, 
class and eff iciency of borrowers etc. The number of slabs of credit 
reduced to four in 1992. As a part of ongoing exercise of 
rat ional izat ion of interest rate, deposit rates have also been 
liberalized while on increment in interest rate on saving account has 
been made. 
4.1.4 SLR AND CRR 
As a part of stabilization policy packages several credit control 
measures were taken by RBI for mopping up excess l iquidity and 
checking the growth of money supply and credit. To reduce the excess 
l iquidity and cut the inflation rate, RBI increased the statutory 
l iquidity ratio while to increase the time liabilit ies and demand 
liabili ty of the scheduled commercial banks cash reserve ratio was 
reduced. To bring down or control the level of pre-emption of 
resources by government at a rate lower than market SLR was reduced 
phase wise when economy got stabilized after 1991-92. An ef for t was 
also made to make the government securities more at tract ive 
instrument for banks and financial institutions. 
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4.1.5 EXCHANGE RATE ADJUSTMENT 
To cope with the problem of over-valuation of rupee, a sharp 
adjustment in the value of rupee was carried out against major 
currencies in two phases - first on July 1 in which a decline f rom 7 to 
9 percent in the value of rupee was carried out against major 
currencies and second on July 3 which a decline of 11 percent in the 
value of rupees was registered. The devaluation against the major 
currencies was carried out with the objective of; 
Maintaining India 's external competi t iveness: Due to 
inflat ionary pressure since 1990, the real effect ive exchange rate was 
appreciated. As a result of this, there was deficiency in India ' s export 
competi t iveness in the international market. 
Restoring confidence in the rupee: Before the economic 
reforms, there was indiscipline in the exchange rate that caused to 
flight of capital from the country. Therefore, an adjustment in the 
value of rupee was needed to restore the confidence in rupee. 
Showing up the level of reserves: as a result of deteriorat ion in 
the balance of payments situation, there was tendency to make import 
payment quickly and delay export proceeds to minimize the loss 
expected to occur in future due to the rupee depreciation. To bring the 
value of rupee to the realistic level, an adjustment in exchange rate is 
expected to eliminate this tendency and to improve the reserve 
posit ion. In the process of exchange rate adjustment, rupee was 
allowed to be made convertible partially. 
4.2 STRUCTURAL REFORMS 
The protectionist approach towards the economy had been 
changed during 1980s and Indian economy had started a new 
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economic philosophy of free market operation. The new philosophy 
believes in liberalization of imports to some extent, establishment of 
export oriented industries, liberalizing the physical controls and 
regulat ions in industry, encourage the capacity of augmentat ion and 
technological up gradation, allow a flexible exchange rate and attract 
foreign investment in selected areas. Therefore, structural reform was 
the need of the time to impart dynamism and eff ic iency in growth 
process to pave the way for a higher industrial growth and overall 
growth. In the short period, the stabilization measures might slow 
down the economic activity but in the medium or long term, it was 
expected that the implementation of structural reforms will el iminate 
all economic inefficiencies, increase the level of economic activities 
and thus create new job opportunities. In the long run, these structural 
reforms will also achieve a convincing and desirable price stability, 
reduce the pressure of balance of payments defici t . Reforms under 
this head comprises of reforms in trade policy, industrial policy, 
public sector, factor market - land reforms / labour policy / f inancial 
sector, tar iff policy and administered price policy. 
4.2.1 TRADE POLICY REFORMS 
The trade policy of India was highly inward oriented till the 
economic reforms on the one hand. Under this protected trade regime, 
import substituting industries flourished that created ineff ic iency and 
high cost in the industrial sector. On the other hand, d i f ferent export 
subsidies were given to exporting industries. 
For providing raw materials, intermediate goods and capital 
goods at cheaper prices to domestic producers. Government of India 
l iberalized the policy of import licensing. To increase the eff ic iency 
of industries the government allowed import of technology. Through 
the new provisions of government policy, import enti t lements linked 
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to export earnings replaced the restricted regime of administered 
licensing of imports. With the new name of Exime Scrips, these 
import enti t lements attract a premium and can be freely traded. These 
Exim Scrips play the role of medium of exchange and can be used to 
import any item in the limited permissible list. The goods enlisted in 
the non-sensit ive centralized list, the items included in the list of 
open general licensing and non-OGL capital goods which were not in 
the restricted list can also be imported with this new monetary 
instrument. The new trade policy reform simplif ied the Advance 
Licensing System through which inputs were imported to enhance the 
export capacity. Now such type of inputs is imported duty f ree . 
To make trade policies more simple, transparent and easy to 
administer and strengthen the liberalization policy, the Government of 
India announced the five year (1992-97) exim policy. The new export-
import policy produced conducive environment for f ree trade, subject 
to only a negative list of imports and a negative list of exports . The 
list of negative import and export were administered by general 
schemes against the case by case licensing. The blame of negative list 
on the import of capital goods is withdrawn in the name of 
l iberalization. The import of raw materials is also l iberalized and 
barring a few items, raw materials no longer appear in the negative 
list. With the view of export promotion, export promotion schemes 
like EOU schemes and EPZ schemes have been l iberalized and 
extended to agriculture, horticulture, aquaculture, poultry and animal 
husbandry. These units of export promotion may also export through 
Export Trading Houses and Star Trading Houses. 
4,2.2 INDUSTRIAL POLICY REFORMS 
Before the advent of New Economic Policies the industrial set 
up of Indian economy was characterized as (i) a system of industrial 
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l icensing, and (ii) a system of inward orientation. These types of 
restr ict ive industrial structure led to harsh consequences. The old 
industrial policies had created a heaven like situation for small scale 
industries and had exhausted the space of economies of scale. The 
protect ion from foreign competition and domestic competit ion 
resulted the industries in a high cost economy. Therefore the main 
features of industrial policy reforms were, the delicensing of a 
number of industries broad banding of certain industries for the 
purpose of expansion of capacity uti l ization, open the way for private 
sector, raising the maximum asset limit for MRTP houses, increasing 
the investment limit for the small scale sector and el imination of 
f iscal concession for their promotion. The industrial policy of 1991 
also aims on making the process easier for import of foreign 
technology, capital goods and raw materials for the purpose of 
modernization of industries and improvements in quality. The policy 
reforms of 1991 announced the national policies relating to specif ic 
industries such as textiles, sugar, electronics, iron & steel, drugs, 
petrochemicals and power generation. Industrial policy reforms, 
announced in 1991 abolished the provision of industrial l icensing for 
all projects except in 18 industries of strategic and environmental 
concerns. With the introduction of this new policy 80 percent 
industries were delicensed. Now, with the amendment in the MRTP 
act, the necessity of approval by large companies for capacity 
expansion or diversification has been eliminated. This provides an 
opportunity to Indian firms to become large enough to compete 
effect ively in international market 
To provide greater access to capital and technology to small 
scale enterprises, SSIs were given the option to offer upto 24 percent 
of their share holding to large-scale industries and other industrial 
undertakings. The maximum limit of investment to small scale 
industries in plant and machinery was substantially raised. The cost of 
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technological change and modernization of the industry were borne by 
workers before 1991. A National Renewal Fund has been set up to 
provide a safety net with the help of Rs. 200 crores against this 
burden. This fund is used for providing relief to workers in sick and 
non-viable enterprises and to f inance their retraining and 
redeployment. Along with these reforms, steps were also taken to 
faci l i ta te the inflow of foreign direct investment. These inflows of 
non-debt nature, provide new technologies, marketing expertise and 
modern managerial practices and reduces reliance on debt. To ensure 
and facil i tate the way for inflow of foreign direct investments, the 
limit of foreign equity holding was raised from 40 to 51 percent in a 
wide range of priority sector. For the investment in non-priority 
sector, the procedures have been streamlined. To negotiate with large 
international f irms and to expedite the clearances required for the 
inflow of foreign direct investment, the Foreign Investment Promotion 
Board has been established. 
The thrust of the policy measures in the process of industrial 
de-regulation and structural reforms, has been to deepen the reforms 
already studied during 1980s and extend them to other sectors of the 
economy. Those industries (small scale) which were engaged in the 
manufacturing of delicensed items were exempted f rom obtaining 
Carry On Business (COB) licenses as their graduation to medium 
scale industries. The new policies empowered the private sector in the 
field of oil exploration and refining, which is otherwise reserved for 
the public sector. Continuing the process of economic reforms, 13 
minerals have been opened for the private sector which were earlier 
reserved for public sector. Consequently the number of industries 
reserved for public sector has been reduced to 4, viz. defence product, 
atomic energy, railway transport and mineral specified in the schedule 
to the Atomic Energy Order 1953. Again the power sector is opened to 
both domestic and foreign private investment. The manufactur ing of 
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alcohol has also been delicensed. The manufacture of readymade 
garments - an item reserved for exclusive manufacture by ancillary / 
small scale industrial undertakings is now open to large scale 
undertakings subject to an export obligation of 50 percent. 
4.2.3 PUBLIC SECTOR REFORMS 
By legitimizing the policy of privatization, the areas reserved 
for public sectors were narrowed down and greater part icipation by 
private sector was permitted in core and basic industries. The common 
and great problem with public sector undertakings has been the 
problem of sickness. Recognising the sickness of industries as a 
serious problem in many public sector units, the central government 
amended the sick Industrial Companies Act to bring public sector 
undertakings also within its purview. This seeks to make public sector 
units subject to the same discipline as private sector unit including 
reference to the BIFR for identif ication of a viable restructuring 
package or closer as the case may be. In the way of privat izat ion the 
government undertook a limited disinvestment of a part of public 
sector equity to public through public sector financial insti tutions and 
mutual funds in order to raise non-inflat ionary f inance for 
development. Now greater power has been given to Board of Public 
Sector companies to make them more professional . For the expansion 
of public sector units, the government provides a large amount of 
support, but these public sector undertaking could not generate even 
that much return to maintain the working of PSUs. And thereby 
inadequate returns on public investment increase the pressure of fiscal 
deficit . Therefore, to increase the eff iciency and financial viabili ty of 
PSUs, government proposed for a sustained improvement in 
productivity and profitabili ty. The burden of fiscal deficit compelled 
to scale down the budgetary support to public sector enterprises and 
they will be expected to maintain financial discipline in their 
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operation. The sector is also supposed to be exposed to competit ive 
pressures wlierever possible. For improving the capital base and 
market accessing some PSUs are restructured. 
4.2.4 LABOUR MARKET REFORMS 
Due to the lack of proper skill labour mobility over time, space 
and industry is low in India. The other reasons of immobili ty of 
labours are lower growth of employment opportunities compared with 
growth of labour force and a very high cost and risk involved in 
mobil i ty. The presence of rigid labour law and very strong labour 
unions for the organized sector, the exit of ineff ic ient and 
unproductive labour is very diff icult . Entrepreneurs require a greater 
f lexibil i ty to divert their resources f rom sick to more productive 
investment. Although the government has pledged not to take over the 
sick f i rms, it is yet to come out with a ful l - f ledged exit policy. Many 
foreign as well as domestic investors hesitate to invest in the country 
in the absence of an exit policy. 
4.2.5 CAPITAL AND MONEY MARKET REFORMS 
Though capital market reforms had been started during 1980s, 
there is a scope for further improvement. Major developments during 
1980s, were developments of commercial papers and issue of 
cert i f icates of deposits since 1987, establishment of the Discount and 
Finance House of India (DFHI) in April 1988, Credit Rating 
Information Services of India Ltd. (CRISIL), National Housing Bank 
(NHB), Small Industries Development Bank of India (SIDBI), and 
Securities and Exchange Board of India which was made a statutory 
body in January 1992 with greater powers to protect the interest of 
investors in securities and to promote the development of the capital 
market and regulate the working of stock exchange. 
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With the purpose of strengthening the financial status of some 
selected financial institutions of money market have now been 
allowed to borrow in the money market, which could previously only 
lend. These selected financial institutions are IDBI, IFCI, ICICI, 
SIDBI, IRBI, Exim Bank and NABARD. Each inst i tut ion has been 
allowed to raise the funds within stipulated limit. The permit ted terms 
for borrowing range from 3 months to 6 months. Reforming the 
capital market, the Government of India repeated the Capital Issue 
Control Act, 1947 by the off ice of the controller of Capital Issue 
(CCI) and the control over price and premium shares removed. After 
getting clearance by SEBI, companies are now free to approach 
capital market. For increasing the investment in the economy, Indian 
companies are permitted to have access to international market for 
raising funds. But the companies are subjected to disclose all material 
facts and specif ic risk associated with their project while making 
public issues. The statutory status of Merchant Banks has been 
questioned and brought under the regulatory f ramework of Stock 
Exchange Board of India. Now the merchant banks are required to 
obey the code of conduct. The investment procedure for NRIs became 
more simple. Investment norms for NRIs liberalized. Companies are 
allowed to accept capital contribution from NRIs without prior 
permission of RBI and also authorized to issue shares and debentures 
to NRIs, or overseas corporate bodies. 
To attract the foreign investment, the Foreign Insti tutional 
Investors (FII) was permitted to invest in the Indian capital market on 
registration with SEBI. The common application forms were 
simplified for them and foreign brokers were permitted to assist them. 
For protecting the right of small investors in secondary market, SEBI 
notif ied several regulations for intermediaries and brought them 
within regulatory framework. A number of measures were introduced 
by SEBI for streamlining the functioning of the secondary such as 
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providing transparency in client / broker relationship, reconstitution 
of governing boards of stock exchanges, capital adequacy norms for 
brokers etc. For ensuring fair and truthful disclosures, SEBI 
introduced a code of advertisement for public issues. For improving 
the infrastructural facilit ies of capital and money market . National 
Stock Exchange of India with nationwide stock trading facili t ies, 
electronic display, clearing and small settlement faci l i t ies being set 
up by financial institutions and banks. 
4.2.6 FINANCIAL SECTOR REFORMS 
The financial sector reforms in India are based on the 
recommendations of the Narsimhan Committee. To boost the 
investment level and improve the liquidity in financial sector, SLR on 
incremental net demand and time liabilit ies (DTL) reduced. The rate 
of Incremental Cash Reserve Ratio (ICRR) is also reduced. For 
s implifying the interest rate structure, the number of interest rate 
slabs on bank advances reduced to 3 in 1993-94 f rom about 20 in 
1989-90. The prudential norms for income recognition was introduced 
along with the classif ication of assets and provisioning for bad debt 
to make the financial market more transparent. To cope with the 
increased demand of loans in the peak period of business activities, 
the Government of India introduced the capital adequacy norms. This 
norm is also applicable on the foreign banks operating in India and 
Indian banks with branches abroad. For strengthening bank 
management and ensuring efficiency improvement, a budgetary 
support of Rs. 5700 crore for capitalization of banks released after the 
nationalized banks entered into performance agreements with RBI. 
For making the banking system more powerful a bill was introduced 
in the parliament to enable the nationalized banks to have access to 
the capital market for debt and equity. Banks are also given the 
freedom to open new branches and upgrade extension counters on 
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attaining capital adequacy norms and prudential accounting standards. 
They were permitted to close non-viable branches other than in the 
rural areas. 
To strengthen the supervisory system of banks and financial 
insti tutions, a new Board of Financial Supervision is set up within 
RBI. For supervision of commercial banks a new department i.e. 
Department of Supervision was established in RBI as an independent 
unit effect ive from December 22, 1993. The process of economic 
reforms liberalized the bank lending norms and gave freedom to 
decide level the of holdings of individual items of inventories and 
receivables. For increasing the efficiency of banking system, Union 
Government in October 1993 paved way for faster computerizat ion in 
banks. Extending the right of management of each bank, the Union 
Government abolished the Banking Service Examination Board in 
2000, through which banking employees were selected. Now each and 
every bank has its own selection board for the selection of employees. 
Financial insti tutions access to SLR funds reduced and they are 
encouraged to approach capital market for funds. The interest rate 
ceiling on debentures and bonds removed except for that on tax free 
PSUs bonds. 
4.2.7 TARIFF POLICY 
The trade regime of pre-liberalization period was not only 
complex with diverse licensing system but the tariff structure was 
also equally complex, irrational and diff icult to administer . As 
compared to world standard, the average tariff rate of India was not 
only high but the dispersion was also high. Under the Chairmanship 
of Dr. Chelliah, a high-powered committee on tariff policy reforms 
was set up by the Central Government to reduce the indiscipline in the 
tar iff structure. The basic objective of the reforms in tar i f fs was to 
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formulate measures for rationalization of tariff rates and reduce the 
tar iff rates progressively to provide Indian industry an appropriate 
environment for the development of international competi t iveness. In 
respect of the recommendations made by the committee, the peak 
tar i f fs level have been reduced to 110 percent in 1993-94 from 150 
percent and further to 85 percent in 1993-94. The tar i f f rate again 
reduced to 65 percent in 2000. The import duties on capital goods, 
project imports, pesticides, basic food stock, for petrochemicals many 
building materials etc. have been reduced. For maintaining the 
competi t iveness in international market, the government further 
proposes to reduce the average and maximum tar i ff rates 
progressively by yearly adjustment over the next five years. 
4.2.8 ADMINISTERED PRICE POLICY REFORMS 
The government administers the prices of a large number of 
commodit ies . These commodities are vital raw material inputs, 
essential consumer goods or goods which have a comprehensive 
inf luence on the growth and development of the economy and for the 
welfare of the consumers. From the social safety net point of view, 
stable price in such basic items of the economy is important but it is 
unproductive and irrational to delay price revision for a long time. 
The subsidization of economy from the exchequer only alters the 
sources of price rise but it is not the remedy of the malady of price 
rise. 
During 1980s - the early phase of economic reforms, in respect 
of the most commodities price control had been removed. A major 
event in the era of administered pricing was the complete abolit ion of 
price and distribution controls on cement and alumunium in 1989. The 
administered pricing on iron and steel has also been completely 
abolished by the government. The pricing of steel, non-ferrous metals. 
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fert i l izers (except urea), is also decentralized and decanalised. The 
major items under the domain of administered pricing are petroleum 
products, coal and electricity, bulk drugs, new prints, certain varieties 
of paper and railways services. 
A dual pricing system has been introduced in case of some 
essential commodities like sugar, wheat, rice, edible oil etc. Under 
this pricing system certain specified amounts are sold by the 
manufacture at open market prices and remaining at administered 
prices. In these cases only procurement prices are control led. 
Under the post 1991 economic policy measure, the role of free 
market has been called on and the public sector has been left with a 
very little role to play in the economic affairs and to support the 
survival philosophy. With the essence of new economic policy, 
economic rationale would rule over the social ideology. The policies 
of post 1991 have been characterized as the production eff ic iency 
mantra for survival and growth. The advent of economic reforms has 
strengthened the integration with world economy to domestic 
economy. The frontiers of investment have been opened to global 
intenders and the philosophy of export-import f lows got more 
importance. Economic reforms manifest a dynamically progressing 
economy where in system and institutions sustained by the spirit of 
competit ion, surge ahead helping the eff icient ones to take their steps 
on higher ladders of growth, while the weak-links are pushed aside. 
The present swing in favour of market economy has been 
particularly aided by the collapse of the socialist system and the 
chronic gaps existing in the developing economies due to a wide 
variety of micro and macro level distortions and insti tutional 
weaknesses. Then the mounting dissatisfaction in several of these 
economies due to institutional disorder and functional distort ions, 
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heaping burden of foreign debts, rigorous control, and licensing 
system, growing unhappiness with the working of public sector 
enterprises because of their low productivity and profi tabi l i ty in 
general and the performance of the pro-market economies and 
inst i tut ions, all attracted the developing economies to attempt 
economic reforms leading to globalization, l iberalization and 
privat izat ion. 
Globalization refers to the interaction of the domestic economy 
with the world economy in relation to production, trading and 
financial transactions. Thus, globalization is meant for opening up of 
the home economy for the world market by attaining international 
competi t iveness. On the one hand it offers challenge to developing 
economies like India and on the other hand it provides opportunit ies 
of growth and development to developing economies. To cope with 
the growing challenges of globalization, Government of India has 
allowed 51 percent FDI in priority sector. To stimulate India ' s 
exports and make it competitive in the international market, 
government devalued Indian currency in 1991 by 20 percent. The 
Indian budget of 1993-94 made the Indian rupee fully convert ible on 
capital account to integrate the Indian economy with the world 
economy. In order to bring the Indian economy within the ambit 
global competit ion, the government has modified the custom duty to a 
considerable extent. Though, India has all necessary condit ions like 
broad based industrial and infrastructural sectors, cheap labour and 
abundant & adequate natural resources to attain competi t iveness in 
the world market. Perhaps, G.K. Chadha has rightly said about the 
globalization, "From now on any country.. . but also any business 
especially a large... that wants to prosper will have to accept that it is 
the world economy that leads and that domestic economic and 
business policies will succeed only if they strengthen, or at least do 
not impair, the country 's international competitive position. 
127 
Before the arrival of new economic policies, the economy was 
under unnecessary controls and regulations against the provisions of 
l iberalizations. The term ' l iberal isat ion ' is meant for l iberating the 
trade and industry from unwanted restrictions. Making the way for 
l iberalization, the New Industrial Policy 1991, put an end to the 
system of industrial licensing irrespective of the level of investment. 
But 18 industries remain under the control of government, which were 
related to securities and strategic concern. In the process of 
l iberalization, private entrepreneurs have been allowed to establish 
industries (except the 4 industries which were not delicensed) without 
any restrictions from government or without any permission. 
Industries also got freedom to expand the production capacity 
according to the need of the market so as to reap the advantages of 
economies of scale. The New Industrial Policy Act of 1991, 
empowered the producers to produce any type of goods and services 
or diversify their output with the changes in the economic behaviour. 
The liberalization process granted permission to buy foreign exchange 
reserves to buy necessary imports to industries. To make the small 
scale industries (SSI) competitive and enhance the capacity of these 
industries, the industrial policy reform of 1996-97, increased the 
investment ceiling in plant and machinery to Rs. 3 crore f rom Rs. 60 
lakh. The MRTP act reform encouraged the policy of l iberalization 
and the requirement of pre-entry of investment decision. The above 
measures adopted by the Government of India enable the industries to 
take prompt decision to make the industries more ef f ic ient and 
competit ive in the international market. 
Another import feature of New Economic Policy is the 
promotion of the policy of privatization. Here the word privat izat ion 
means introduction of private ownership in publicly owned and 
managed enterprises and also signifies introduction of private control 
and management in public sector enterprises. The recognit ion & 
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implementation of economic reforms in India provided an opportunity 
to private sector to play an important role in economic activities. 
Under the privatization programme, the reserved sector for public 
enterprises reduced 4 from 18. The process of privatization 
emphasises on raising the level of private investment to more than 55 
percent. The government equities and shares of public sector 
undertakings have also been sold to the workers of public sector 
enterprises for greater participation of individuals. 
4.3 JUSTIFICATION FOR INTERVENTION IN THE FORM OF 
STRUCTURAL ADJUSTMENT 
When, India got independence, the economy was in its worst 
condit ion. There were widespread problem of unemployment and 
poverty in the Indian society. To overcome these persist ing problems. 
Five Year Plans were started for economic development. The 
objectives set for our economy were sustained growth and 
development, self-reliance, better income distribution and alleviation 
of poverty. Our economy, however, failed to get the desired results 
and continued for decades with a low level of per capita income, slow 
rate of economic growth and a high rate of poverty ratio. To give pace 
to the economic growth, we adopted some soft measures towards the 
control over trade and industry during 1980s, and got the appropriate 
results and the economy experienced some reduction in the percentage 
of people living below poverty line and an increment in the level of 
employment has also been registered. But at the end of 1980s, the 
economy found itself in the acute problem of balance of payment and 
we had recourse to loan-assistance from the IMF. 
How did this happen? Even today, it remains a matter of debate; 
did India start on wrong track with its policy measures? Most of the 
scholars convincingly accepted that the things went wrong only due to 
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lack of policy adjustments. The Second Five Year Plan has clearly 
dictated that the plan objectives were, "not rooted in any doctrine, or 
dogma. . . economic and social policy has to be shaped f rom time to 
time in the light of historical circumstances. . . . It is neither necessary 
nor desirable that the economy should become a monoli thic type of 
organizat ion offering little play for experimentation either as to form 
or as to modes of functions."®' But we could not take the advantage of 
the f lexibi l i ty provided by the Planning Commission and continued 
with the same policies and institutions long after they had served 
their purposes. 
As a matter of fact, we know that in the early stages of 
economic development public sector plays an important role, 
especially when there is low level of capital accumulation with least 
developed enterprises. Here again, India failed to cope with the 
growing challenges. India did not utilize its available resources 
properly and rationally. About half of the total investment in the 
industries was absorbed by the public sector undertakings regardless 
of cost benefi t analysis. We also failed to appreciate the importance 
and purpose of small scale industries, in the development of the 
society. These complementaries of large scale industries which uses 
more labour than capital per unit of output, were over valued and our 
policies went far behind the promotion and development, and 
extended protection towards this. Besides this protection, small 
enterprises enjoyed large subsidies in terms of excise duties in the 
way of concession, preferential import allocation cheaper credit and 
sale tax exemptions. Such type of safeguards convinced many small 
enterprises to stay small. 
The protection against the worker 's exploitation by their 
employers is a recognized principle that influences labour legislat ion 
of all governments. Under the leadership of militant union and 
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permissive legislation, the organized labour has itself become an 
exploitative class. In the organized sector the wages in labour market 
are unrelated and irrespective to their productivity. The prevalence of 
such type of legislation about the wages, makes the labour cost as 
f ixed instead of a variable. It has induced employers in industry and 
agriculture to substitute capital for labour indirectly that adversely 
affect the employment situation, which is the most effect ive 
instrument against poverty alleviation. The over security of 
employment and wages exceeding marginal productivity in the 
organized sector was combined with protection f rom internal and 
external competit ion to ensure adequate profi ts . And if af ter all, some 
businesses failed they were subsidized or nat ionalized. 
Another area where we failed in policy making is the green 
revolution. The pioneering role in respect of the green revolution was 
played by rich and middle-income farmers. Though, this revolution 
reduced the nat ions ' food deficit , however, in this process the farmers 
used to take subsidies (which were necessary at some earlier stages). 
The amount of these subsidies on agricultural inputs widened steadily 
and become more and more burdensome on the central budget. The 
polit ical clout of beneficiaries from the subsidy had secured them 
powerful support even from the radical parties. The policy workers 
ignored the fact that the medium and large farm households consti tute 
less than 8 percent of total rural population but own about 50 percent 
of the arable land. And thus the subsidies on fert i l izers, power and 
irrigation mostly benefit a minority of the rural rich. 
Even in the areas where, the premises of the existing policies 
were no longer valid, we continued with the inflexible policies. The 
pessimistic approach towards our export potential remained 
undiminished even when the world market was expending at an 
unprecedented rate. Thus, we bypassed the great boom in trade which 
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lasted over a quarter of a century and ended in 1973. We also did not 
change our illogical attitude towards foreign capital when it was 
available at extremely low real interest rate. This type of indifference 
towards the appropriate policy measure is responsible for being India 
as a very minor player in the world economy. The continuation of 
such type of institutionalized inefficiency and the subsidized system 
of governance resulted in low growth rate of the economy. The 
dynamics of our political economy enabled the beneficiar ies of old 
policies to dominate the political system. The core element of this 
system consists of the rich and the middle class of the Indian society. 
In the early stages of the planned economic development , India 
was represented as a new model for economic development and social 
change by the western world. The Indian model of economic planning 
was represented as the opposite of Chinese model before the other 
developing countries, during the ideological cold war. But India lost 
that appeal because of sluggish performance of its economy after the 
mid-sixties. Meanwhile the East Asian economies^^ developed at 
speculated rate. However, since 1978 China too has changed its 
economic pattern and demonstrated that how increased part icipation 
in international trade can boost domestic economic growth even in a 
large economy. On the other hand India upheld the old policies even 
as they became less and less relevant to the solution of basic 
problems. In fact radicalism merely provided an ideological 
jus t i f ica t ion for the structures of the privileges and protect ions that 
the excess of policy had created. The system of subsidies and 
patronage have now assumed a size where these are no longer possible 
for all rival claims to grow further without making the arrangement 
untenable. 
In BOPs problem of varying intensity in India since the Second 
Five Year Plan has been the feature of India ' s trade. As rule of 
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thumb-indicators of balance of payment problems two criteria are 
often used. The first is the current account defici t as a percentage of 
Gross Domestic Product (GDP). The current account defici t more than 
one percent of GDP, is a dangerous signal. The Second indicator is 
the number of months of imports that can be sustained by the present 
foreign exchange reserves. A reserve for less than three months is 
regarded as unhealthy for the economy. In 1980-81 the trade deficit as 
percentage of GDP was 4.3 percent that decreased to 1.8 percent in 
1989-90 but remained more than the dangerous limit. Thus, it is 
perfect ly clear that the developing country like India is going to have 
a defici t on the balance of trade account. In the restr ict ive economic 
structure of 1980s. It was diff icult to push up the exports, while at the 
same time imports were essential and could not be reduced without 
seriously affect ing the investments and growth rates. The issue was, 
how this defici t on the balance of trade account going to be f inanced? 
A large portion of the balance of trade defici t was f inanced by the 
surplus on the net invisible account during 1980s. These were mainly 
collected from Indian workers settled abroad, part icularly in the 
Middle East. 
For the period of 1980-81, the current account defici t as a 
percentage of GDP was 1.2 percent that increased to 2 . 2 " percent in 
1989-90. Combining this with the balance of trade defici t the figure 
was enough for creating the short-term crisis that one is talking about. 
There are several reasons that one can mention in the context of the 
balance of payments accounts, which has been responsible for 
economic reforms in India. There was a persisting and gradual decline 
in net receipts from invisibles. As the debt servicing ratio on India 's 
borrowings went up, there was a sharp increase in net payments on the 
investment income account. Because of this the net receipt from 
invisible progressively went down. With the increasing contribution 
of net invisibles in financing the trade deficit , there was an increased 
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dependence on inflows of external capital. The World Bank group had 
decreased the flow of concessional assistance and the terms of debt 
service obligations had also hardened. Especially since 1984-85, 
inflows of capital were often through commercial borrowings and 
deposits by NRIs. 
The subsidies (explicit and implicit) given by the central 
government in 1989-90 added up to 15 percent of the GDP, whereas 
the ratio of the tax revenue to the GDP was 17 percent. In the fiscal 
year 1988-89, "the three components of non-plan expenditure viz. 
defense, interest payment and major subsidies alone pre-empted about 
105 percent of the center 's net tax revenue".^'* Thus, there was no 
' invisible hand' in the political market. There was nothing to prevent 
the rivalry of dominant coercive groups reaching a stage where non-
negotiable claims add up to more than the total national product . 
Gradually, the economy gained the acceptance that it is d i f f icul t 
and no longer able to meet the growing internal challenges and 
external shocks. To experiment we begin with a small change in 
policies i.e. selective deregulation of industries, to cope with the f irst 
oil shock of 1973. To examine and evaluate the restrictive and 
protective policies, the Government of India set up several 
committees, during this period. On the basis of the reports submitted 
by these review committees it was recognized that the regulatory 
regime imposed on industry and trade had lasted much larger than 
needed and the public sector could no longer function on the basis of 
a soft budget constraint. The reform movement gained strength by the 
mid 1980s and the budget of 1985-86 and 1986-87 introduced some 
important changes in the policy. But unfortunately the process of 
reform lost its all momentum when they were crucially important and 
the clouds of uncertainty appeared on the political horizon. The 
stability of governance gets worst and the continuation of reforms 
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became a hostage of political rivalries. The fiscal management was 
about to collapse. The deficit budgeting and domestic borrowing 
became the last and most important means of f inancing the Seventh 
Five Year Plan. The utilization of these sources was much greater 
than the targeted. Similar evidence has been found in financing 
current account deficit . A decline in multi-lateral assistance was 
recorded and the gap was bridged by a sharp increase in commercial 
borrowings and non-resident deposits. The aid of the international 
f inancial insti tutions as the percentage of current account deficit 
declined to 29 percent in Seventh Five Year Plan from 55 percent 
during the Sixth Five Year Plan. At the same time the share of 
commercial borrowings and non-resident deposits increased to 25 
percent and 23 percent respectively. 
A number of critics have claimed that the discrepancy in the 
balance of payment since 1985 had been due to import l iberalization. 
But the different review committees of government policies, found 
this notion invalid. The actual cause behind the deterioration in BOPs 
were increased in non-customable / non-commercial imports that 
include fert i l izers, POL and defence supplies debt servicing and a 
decline in private remittances and net earnings from invisible 
services. 
The inconclusive results of general elections of 1989, 
encouraged competitive populism rather than the implementat ion of 
measures to reduce budgetary and balance of payment defici ts . Soon 
af ter resuming power at the centre, the Janta Dal government 
announced loan waivers and as a consequence a new burden of Rs. 
8000 crores increased. Continuing the protectionist approach towards 
agriculture, the procurement prices of the wheat and rice was 
increased by 100 percent in 1990-91 while the prices of fert i l izers did 
not show any sign of increase, which remained unchanged since 1981. 
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As a result the burden of ferti l izers subsidy rose to Rs. 4400 crores in 
1990-91. The perpetuation of similar policies had accelerated fiscal 
defici ts . The projected revenue deficit by the Ninth Finance 
Commission, of Rs. 8500 crores for 1990-91 and 1991-92 became 
double. This increased the inevitable inflat ionary pressure that 
aggravated the balance of payment deficits . The si tuation of balance 
of payments became so bad in 1989 that the immediate assistance of 
IMF was needed to correct the short-term BOPs problems. The short-
term BOPs crisis became serious due to the Gulf War in 1990 that led 
to a sharp increase in the prices of petroleum and related products. 
Apart f rom leading to an increase in the cost of POL, imports, the 
Gulf war had an adverse impact on the f low of remittances into India. 
The war also resulted in some less in exports to West Asian countries. 
A sharp decline in foreign exchange reserves was observed due to 
these developments. Despite a loan of Rs. 4517 crores, the foreign 
exchange reserve decreased to Rs. 4388 crore in 1990-91 for Rs. 5050 
crores in August 1990. The corrective measures were also delayed due 
to postponement of the budget in February 1991. 
An important source of the government f inancing in later 1980s 
was the inflows into the non-resident accounts that included non-
resident external rupee (NRER) accounts and the foreign currency 
non-residents (FCNR) accounts. The growth rate of NRER deposits 
weakened in 1985-86 and even; there was a net outf low in subsequent 
years. In second half of 1980s, rupee also depreciated. Since the 
NRER deposits were in rupees and could not protect itself against 
depreciation, the outflow of NRER was therefore, natural. The FCNR 
deposits also started to register a net outf low since October 1990. 
Any institution or body grants loan according to the ability of 
debtor country in debt servicing. And hence, the confidence of the 
international financial community plays a crucial role in borrowing 
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f rom external capital market. This depends on the ratings that India 
obtained from international credit rating agencies. Till 1986, the 
India ' s credit rating was convincingly in a better posit ion. But, by 
March 1991, the scene had changed. The credit rating had slipped to 
the bottom of the investment grade. The credit rating agency named 
Standard and Poor ' s , downgraded the India 's credit rating to the B 
category in April 1991. Another renowned credit rat ing agency called 
Moody also did the same and refrained from placing India in the 
speculative grade. Therefore, it became exceedingly di f f icul t for India 
to resort to external commercial borrowings. 
In January 1991, the foreign exchange reserves reduced to its 
lowest level in economic history of the independent India. The reserve 
(one bil l ion dollar) was just enough to pay for a fo r tn igh t ' s imports. 
Thus the immediate problem before the Central government was to 
manage the liquidity problem in the external sector. On the front of 
external debt obligations, India was default ing posi t ion. At that time a 
number of crisis management measures were introduced to handle the 
problem. These reactions were meant for import compression and 
increase in foreign exchange inflow. Some of these measures were 
temporary in nature and need not be repeated since they were short 
run crisis management measures. 
This above discussion was about the short-term problem and its 
measure, but there was a long-term diagnosis as well. The long-term 
analysis rests on the fact that there was something not well and 
fundamental ly wrong with the Indian economy. And we could not get 
over the short-term problems. Until the long term problems of 
economy were solved through the process of structural adjustment and 
economic reforms. Therefore, it was not enough to tide over the 
liquidity crisis faced in 1990-91 and a deeper process of economic 
reforms was necessary. 
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India 's developmental experience had shown a very pessimistic 
approach towards the growth rate of per capita income in comparison 
to other developing nation. The per capita gross national product grew 
by around 1.4 percent over the whole period of 1950-80. Though, this 
growth rate had shown a positive sign but remained unsatisfactory 
with a growth rate of 3.1 percent over the period 1980-92. The 
economy of India grew by a meager rate of 3.5 percent per annum in 
the first three decades. The growth rate of economy improved during 
1980-92 and the economy experienced a growth rate of 5.2 percent. 
During this period we have diversified our industrial base and reached 
the state of self-sufficiency in the production of food grains. But still 
the problems of poverty and unemployment exist. An improvement in 
non-economic indicators was also registered and the measures of 
welfare or the physical quality of l ife also showed improvements. Life 
expectancy rate at birth improved to 61 years in 1992 f rom 44 years in 
1960. Infant mortality rate declined to 79 in 1992 from 165 in 1960. 
The Indian literacy rate clinched to 48 percent in 1992 f rom 34 
percent in 1970. But this performance was insignif icant in comparison 
to other East Asian Economies.^^ In terms of US dollars, India ' s per 
capita income was $310 in 1992 while Singapore had a f igure of$ 
15730, Hong Kong of $15360, South Korea of$ 6790, Thailand of 
$1840 and Malaysia of $2790. Though, Indian economy grew by 5.2 
percent per annum during 1980-92, but other economies grew more 
than the Indian growth rate. Singapore and Hong Kong grew by 6.7 
percent, South Korea by 9.4 percent, Thailand by 8.2 percent and 
China by 9.1 percent. In the decade of 1970s, the Indian economy 
grew by 3.4 percent whereas Singapore grew by 8.3 percent, Hong 
Kong by 9.2 percent, South Korea by 9.6 percent, Malaysia by7.9 
percent and Thailand by 7.1 percent. Thus, the cross-country 
comparisons show a distressing performance for India, not only by 
pure economic indicators but also by non-economic indicators. In 
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India, the life expectancy rate at birth was 61 years in 1999-00, while 
it was 69 years in China, 71 years in South Korea, and Malaysia and 
75 years in Singapore. A similar trend was persisting in terms of adult 
literacy rate. In India, it was 48 percent in 1992 but it was 96 percent 
in South Korea, 93 percent in Thailand and 90 percent in Philippines. 
In this way it may be concluded that India had not performed well as 
several other economies had. Therefore, it is logical to deduct that the 
India ' s developmental policies were not appropriate. 
The experience of East Asian economies shows that the policy 
changes are alone not enough. The research on East Asian Economies 
shows that, apart from the policy environment, these economies also 
provided an economic environment that was conducive to the 
operat ions of market forces. This stresses more on the development of 
infrastructural facil i t ies and human resource development . In these 
f ields India was lagged behind. 
Since the late 1970s, several Indian economists have attempted 
the long-term diagnosis in terms of internal developments . It has also 
been reflected in a large number of governmental committee reports, 
like Tandon committee, Abid Husain committee and Gadgil 
committee. These committees revealed that India concentrated herself 
on a policy of import substituting industrial ization and inward 
orientat ion since the late 1950s. No attempt had been made to promote 
exports and no outward orientation of the economy. The problem did 
not lie in the policy that India adopted in 1950; but indiscipline 
created when India persisted with this model throughout the 1970s 
and the 1980s despite the fact that this model had become irrelevant. 
The cost benefit analysis of this policy was not jus t i f ied . The 
movement of import substituting industrialization had established the 
desired industrial capacity and the infant industry argument protected 
them from all competitions. This had been done through the import 
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l icensing regime and imposition of extremely high tar i f f rates. This 
had adversely affected the economy in three ways. Firstly, since the 
international market was very competitive and domestic market was 
protect ive, the Indian industry, thus, had no desire to go out and 
export . Secondly, since industries were not facing any competi t ion, 
they did not think about upgrading technology and reducing cost of 
production through improving the eff iciency. The third and most 
crucial problem was the payment for essential imports that requires 
foreign exchange. In the absence of exports, the scarcity of foreign 
exchange reserves was created. 
This is the vicious circle that the economic reforms in India 
seek to break. To solve the discrepancies of short term and long term 
crisis of fiscal and balance of payment defici ts , Indian government 
introduced the policies of economic reforms. To overcome from the 
crisis of 1991, the government of India had two-folded task before 
her; (i) to restore macro economic stability, and (ii) to complete the 
process of structural adjustment programmes which have for the last 
ten years been conducted on a partial basis. 
4.4 IMPACT OF NEW ECONOMIC POLICY ON ECONOMIC 
DEVELOPMENT: -
The backlogs of socio-economic problems like poverty, 
unemployment, BOPs crisis, fiscal deficits etc. compelled the Indian 
planners to fall in line with the demands of IMF and World Bank. 
Though economic reforms were introduced under Raj iv Gandhi 
regime, but it got momentum and nationwide recognit ion on June 21, 
1991 with the introduction of many stabilization and structural 
programmes. Today, the Indian economy has completed more than one 
decade of economic reforms and it would not be convincing to 
recognize this period as short period to assess the impact of economic 
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reforms on the economic development of India. The performance of 
Indian economy under the dictative regime of economic reforms has 
been a continuous issue of debate in terms of its performance. On this 
issue economists are divided into two blocks, one favours the process 
of economic reforms while others dislike. Contradict ing the posit ive 
impact of economic reforms, Arun Ghosh has argued, "The 
consequences of NEP (New Economic Policy) are likely to be 
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extremely adverse for the future of the Indian economy." However 
Krit Parikh has strongly supported the economic reforms in these 
words, "—the reforms have put the Indian economy on a higher 
growth path, which it should continue to ride even without a lot of 
additional reforms. . . With more sensible policies, we have an 
opportunity to accelerate our growth fur ther and take off into high 
growth t r a j e c t o r y . T h e r e f o r e , it would be better to verify the 
performance of the economy since the inception of economic reforms 
to know the facts of economic reforms, its achievements and 
shortcomings. 
The policies under stabilization and structural programmes have 
some goals. For assessing the performance of the new economic 
policies, it is necessary and also desirable to list the target and 
object ives of these policies before making an appraisal of these 
programmes i.e. stabilization and structural programmes. The ult imate 
goal of the reform process has been the economic development that 
should lead to a lower percentage of population below poverty line 
through enlarging the employment potential of the economy leading to 
ful l employment. A higher growth rate of the economy is recognized 
to support and provide a base for creating new job opportunit ies . A 
reduction in the regional disparities among the rich and poor states 
along with the distribution of income and wealth in the society have 
been the prime objectives of the economic reforms. 
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4.5 ECONOMIC REFORMS AND GNP GROWTH RATE 
According to the following table [10], representing the trend 
and growth rate of gross national product, the GNP at current prices 
was Rs. 152096 crores and Rs. 425168 crores at 1993-94 prices during 
1981-82. After one decade, in 1990-91, the gross national product at 
current prices became Rs. 503409 crores and at 1993-94 prices, Rs. 
683670 crores. And thereby the economy has registered an annual 
average growth rate of 14.48 at current prices and 5.47 percent at 
1993-94 prices. In the very next year of economic reforms the GNP at 
current prices was Rs. 579009 crores with a growth rate of 15.0 
percent at current prices. But, for the period the growth performance 
of the economy at constant prices was very oppressive and the growth 
rate of GNP was only 1.1 percent. In 2000-01, we have completed one 
decade of economic reforms and at the end of the f iscal year the gross 
national product at current prices is estimated to Rs. 1878429 crores 
while at constant prices it is Rs. 1181483 crores. For this year the 
growth rate of GNP at current prices is 7.9 percent and at 1993-94 
prices, 3.9 percent. The overall growth rate of the economy in the 
post reform period at current prices is calculated as 14.11 percent 
annually and at constant prices it is 5.63 percent. Though the 
performance of economic growth in post-reform period does not look 
unsatisfactory in comparison to pre-reform period, but if we examine 
the performance of the economy in terms of target assigned, the pre-
reform period has an advantage over the post-reform period. The 
Planning Commission had set a target of 5.2 percent growth per 
annum in national income for the Sixth Five Year Plan. Setting an 
illusive achievement, the economy recorded a per annum growth of 
5.4 percent against the targeted growth. While completing the Sixth 
Five Year Plan successfully the Indian Planner were expecting that 
the economy would grow at the rate of 5 percent per annum during the 
next five years. The economy accepted this challenge of the Indian 
Table-10 
Annual Growth Rate of GNP - At Factor Cost 
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Years GNP at Current 
Prices 
Growth Rate GNP at 1993-
94 Prices 
Growth 
Rate 
1981-82 152096 16.5 425168 5.8 
1982-83 168891 11.0 436577 2.7 
1983-84 197686 17.0 469293 7.5 
1984-85 221281 11.9 489206 4.2 
1985-86 248118 12.1 511058 4.5 
1986-87 276453 11.4 532021 4.1 
1987-88 313374 13.4 551409 3.6 
1988-89 373995 19.3 607207 10.1 
1989-90 432289 15.6 648108 6.7 
1990-91 503409 16.5 683670 5.5 
1991-92 579009 15.0 691143 1.1 
1992-93 661576 14.3 726375 5.1 
1993-94 769265 16.3 769265 5.9 
1994-95 903975 17.5 824816 7.2 
1995-96 1059787 17.2 886961 7.5 
1996-97 1230464 16.1 959360 8.2 
1997-98 1376943 11.9 1005750 4.8 
1998-99 1583110 15.0 1070498 6.4 
1999-00 1740207 9.9 1136898 6.2 
2000-01 1878429*^ 7.9 1181483"^ 3.9 
Growth rate 
During 1981-91 
- 14.48 - 5.47 
Growth rate 
During 1992-01 
- 14.11 - 5.63 
Q - Quick Estimates 
Source: Government of India, Economic Survey, 2001-02, PP. S-3 &4 
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planners and produced more than what was expected by recording a 
growth rate of 5.8 percent in the national income. This positively 
good performance of the Indian economy was accentuated by the 
cooperation of all major sectors. The performance of the agriculture 
sector during 1985-90 was erratic while the other sectors maintained 
the steady growth. The two annual plans of 1990-91 and 1991-92, 
fai led to sustain the preceding economic growth. These were the years 
of economic crises, and in response to the Government of India 
introduced the policies of stabilization and structural adjustment 
programme. 
There is no space of any doubt about the authenticity and 
relevance of new economic policies initiated in 1991. The decreasing 
growth rate of early two years of 1990s, once again find the way of 
acceleration. Only after two years of economic reforms the economy 
registered an annual growth rate of 5.1 percent. In 1993-94, the gross 
national product at factor cost grew by 5.9 percent and this trend of 
increasing growth rate of the economy continued till the end of the 
Eighth Five Year Plan. And thus the whole period of the Eighth Five 
Year Plan encouragingly grew at an average rate of 6.8 percent per 
annum. Here one thing must be noted that, in the post reform era the 
role of foreign capital has been the vital in accelerating the economic 
growth of the country. But in the later years the pace of economic 
growth could not sustain and in l997-98 the growth rate of the 
economy decreased to 4.8 percent from 8.2 percent in the preceding 
fiscal year. For the next two years, though the growth rate of gross 
national product increased to 6.3 percent but remained lower than the 
average growth rate of the Eighth Five Year Plan. At the end of the 
fiscal year 2000-01, the growth rate" of the economy once again fell to 
3.9 percent. This erratic growth rate of the economy in the post 
reform period proved to be just sufficient to maintain the growth rate 
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of the economy of the pre-reform period and thus failed to maintain 
the promised high growth rate of the economy. 
4.6 ECONOMIC REFORMS AND AGRICULTURE SECTOR 
The total production of major crops and their annual average 
growth rate is listed in the table [11] during 1980s and 1990s. The 
process of economic reforms is severely criticized due to negligence 
towards the crores sector i.e. agriculture sector, of the Indian 
economy as it supports more than 50 percent of Indian population. 
The data available from the department of agriculture and cooperation 
revealed that in 1980-81 the total production of food grains was 129.6 
mil l ion tones that increased to 176.4 million tones by 1990-91 and 
thereby recorded an average growth rate of 36.11 percent in the pre-
reform period. But in the next decade popularly known as the period 
of economic reforms, the total production of food grains in the fiscal 
year of 2000-01 reached 195.9 million tones. In this way the post 
reform period recorded an increase of only 11.05 percent growth in 
the production of food grains, which is lower than the growth rate of 
previous decade. The growth rate of food grains in the post reforms 
period has also been a matter of criticism since this growth rate is 
much lower than the population growth. Many economists have 
termed this situation as a major curse of economic reforms because it 
discouraged the production of necessity goods. There are a number of 
reasons behind the decline in the growth rate of agricultural 
production. Firstly, the economic reforms concentrated towards the 
manufactur ing sector as well as services sector and hence neglected 
the agriculture sector. Secondly, the public investment in agricultural 
sector is also recorded a decline. The data published in the Report on 
Currency and Finance (1998-99), indicates that the public sector 
investment (at 1980-81 prices) in agriculture sector sharply declined 
and averaged only Rs. 1138 crores during the period of 1991-92 to 
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Table -11 
Economic Reform And Agricultural Sector 
(Million Units) 
Commodities Unit 1980-81 1990-91 2000-01 1980-81 to 
1990-91 
1999-2001 
Foodgrains Tones 129.6 176.4 195.9 36.11 11.05 
Rice Tones 53.6 74.3 84.9 38.61 14.26 
Wheat Tones 36.3 55.1 68.7 51.79 24.64 
Coarse Cerelas Tones 
Pulses Tones 10.6 14.3 10.7 34.90 -25.17 
Oil Seeds* Tones 9.4 18.6 18.4 97.87 -1.07 
Sugarcane Tones 154.2 241.0 299.2 56.29 24.14 
Cotton Bales® 7.0 9.8 9.7 40.00 -1.02 
Jute & Mesta Bales^ 8.2 9.2 10.5 12.19 14.13 
Index of Agricultural 
Production 
102.1 148.4 163.9 45.34 10.44 
* Include groundnut, rape seed and mustered, sesamum, lion seed, castor seed, niger 
seed, safflower, Sunflower and soyabean. 
@Bale ofl70Kgs. 
+ Bale of 180Kgs 
Source: Government of India, Ministry of Commerce and Industry in Economic Survey, 
2001-02, PP. S-13&16. 
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1996-97 from Rs. 1796 crores in 1980-81. This big drop in public 
investment in agriculture including rural development and irrigation 
adversely affected the production of food grains. The withdrawal of 
public sector investment on agricultural infrastructure with the 
expectat ion that the private sector investment in this area will 
increase remained far from realization. Such type of prevalence is 
visible in the backward states, especially; Bihar, Madhya Pradesh and 
Orissa that resulted in a very poor growth rate in food grains 
production-even lower than the national average. Last but not least, 
the states where green revolution is very successful e.g. Punjab, 
Haryana, and Uttar Pradesh, have reached to their opt imum production 
and at the same time other states where the prospect of further growth 
in the production can be achieved, could not trigger. Recognising the 
prospect of agricultural growth in backward region, Dr.G.S.Bhalla and 
Dr.G.R.Singh revealed that, "a sharp pick up in agricultural growth 
experienced by the Eastern Region has been facil i tated by a 
remarkable increase in the area under irrigation triggered by a 
substantial private investment in pumpsets and tubewells."^® 
The new economic policy has also discouraged the product ion 
of rice and wheat in 1990s as compared to the 1980s. The average 
growth of rice production was 38.61 percent in pre-reform period that 
decreased to 14.26 percent in post reform period. Following the same 
trend the growth rate of wheat production fell to 24.64 percent from 
51.79 percent in the pre-reform period. Not only this the policies of 
economic reforms have adversely affected the production of 
commodities like pulses, oil seeds and cotton that the growth rate 
became negative during the 1990s. 
The overall production of agriculture, therefore, remains 
discouraging after the introduction of new economic policies. The 
economic survey of 2001-02 reveals its dissat isfaction with the 
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performance of economic reform on agriculture sector in these words. 
"Agriculture growth has been unsteady during the last few years. 
Large accumulation of rice and wheat stocks along with a distinct 
shif t in the consumption pattern away from cereals to non-cereals is a 
stark reminder that the policy focus needs to be re-oriented towards 
the growth of non-cereal crops-oilseeds, pulses frui ts , vegetables; and 
dairying. Agriculture research would also require reorientation to 
meet the changing needs of the agriculture sector. Emphasis on 
minimum price support which has benefited only rice and wheat crops 
at the expense of other crops and agri-products requires a fresh policy 
focus so that crop diversification gains momentum."^ ' 
4.7 ECONOMIC REFORMS AND INDUSTRIAL GROWTH 
In the present era, the level of industrial development has 
become the index of the development of an economy. It plays an 
important role in the economic development of under developed 
economies. Keeping in view the importance of industrial sector. 
Government of India introduced economic reforms to remove the 
impediments in the industrial sector. The major break-through 
provided by the new economic policies in the way of removing the 
obstacles of industrial growth has been the delicensing of industries. 
To improve the efficiency and of course production of the industrial 
sector, the restrictive policy of industrial l icensing was abolished for 
all industries except 18 which is later reduced to 4 industries of 
strategic nature. To solve the financial problem of industrial sector 
and technological knowhow, foreign direct investment has been 
allowed in high priority areas up to 51 percent of foreign equity that 
further increased to 100 percent in some selected sectors. Despite all 
these efforts the general index of industrial production decreased to 
6.0 percent in the post reform periods from 7.8 percent in the pre-
reform period. Table [12] represents the behavior of industrial sector. 
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Table-12 
Growth Rate of Industrial Production 
First Part 
Base: - 1993-94=100 
Major Sector 1980-81 to 1991-92' 1992-93 to 1999-00' 2000-01^ 
General 7.8 6.0 5.0 
Mining 8.4 3.3 3.7 
Manufacturing 7.6 6.3 5.3 
Electricity 9.0 6.6 4.0 
Second Part 
Use Based classification 1980-81 to 1991-92' 1992-93 to 1999-00' 2000-01^ 
Basic Goods 7.4 6.1 3.9 
Capital Goods 9.4 5.9 1.8 
Intermediate Goods 4.5 9.1 4.7 
Consumer Goods of which 6.0 6.3 8.0 
(a) Consumer durable 10.8 11.2 14.5 
(b) Consumer non-durable 5.3 5.1 5.8 
* Simple average of the annual growth rate 
Quick estimate 
Source: 1. Government of India, Economic Survey, 2000-01, P. 130 
2. , Economic Survey, 2001-02, PP. 161& 165 
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The annual average growth rate of mining sector was 8.4 percent 
during 1980s (1980-81to 1991-92), which controlled to 3.3 percent in 
1990s (1992-93 to 1999-2000). The manufacturing sector also could 
not survive itself from the declining growth rate of the industrial 
sector and the growth rate of manufacturing sector reduced to 6.3 
percent annually in the post reform process from 7.6 percent in the 
pre-reform period. The electricity generation also slumped to 6.6 
percent in the decade of economic reforms from 9 percent during 
1980s. And hence, the dream for accelerated growth of the industrial 
sector remained a dream. 
The second part of the table provides information about the 
growth rate of industrial sector, classif ied on the basis of use. As the 
data reveals the annual average growth rate of the product ion of basic 
goods was 7.4 percent in the pre-reform period. But in the post reform 
period this sector grew by only 6.1 percent. The data available from 
Economic Survey of India indicates that both the intermediate goods 
and consumer durables have a slightly higher growth rate (9.1 percent 
and 11.2 percent respectively) in the post-reform period in 
comparison to 4.9 percent and 10.8 percent in the pre-reform period 
respectively. Except these two sectors all other sectors have a higher 
growth rate in the pre-reform period. The growth rate of capital goods 
dropped to a very low level of 5.9 percent during 1992-93 to 1999-
2000, which was 9.4 percent for the period of 1980-81 to 1991-92. 
The RBI, registered its dissatisfaction with the performance of 
industrial sector during the post-reform period in these words, "In the 
nineties, the overall industrial growth, based on the index of 
industrial production (IIP) recorded a much wider variat ion (ranging 
between 0.6 percent to 12.7 percent) as compared with relatively low 
order of variation (ranging between 3.2 percent to 9.3 percent) 
observed in the e i g h t i e s . A f t e r a recovery in 1999-2000, the 
industrial growth once again slowed down in 2000-01. The overall 
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industrial growth during 2000-01 is 5.0 percent, which is lower than 
the growth rate of preceding year. 
The high cost of production and infrastructural bott lenecks like 
inadequate and unreliable supply of services in transport 
communicat ion and power sector have seriously discouraged the 
industrial production. The low level of production and inability to 
reap the economies of scale, the use of out dated techniques of 
production and restricted labour laws have reduced the industrial 
productivi ty of Indian industries. The process of globalisat ion has 
increased the competition in the market. But due to absence of proper 
infrastructural facili t ies we could not take this advantage. The 
adjustment process of industry due to mergers and acquisi t ions has 
also taken a larger time than expected. A relatively higher interest 
rate has badly affected the industrial sector in the post-reform period. 
Besides these structural factors, the cyclical factors have also 
adversely affected the growth rate of industrial sector. The demand of 
some cyclical industries like cement, automobiles and steel has 
affected by the business cycle. The policies of economic reforms 
(especially privatization) have encouraged the concentrat ion of wealth 
in a few hands due to which the demand for consumer goods did not 
grow at desired rate. And the invention of e-business and e-commerce 
have reduced the inventory levels for better management of supply 
and demand, by industry. Summing up the "slowdowns in domestic 
and global demand have affected industrial growth adversely in the 
current years. There has been widespread and significant declarat ion 
of industrial growth in all the major sectors and end use specif ic 
groups. The industrial slowdown is also reflected in the considerable 
decline in sanctions and disbursement made by financial inst i tut ions 
and in the performance of core and infrastructure industries. 
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4.8 ECONOMIC REFORMS AND SERVICES SECTOR 
At present, the service sector of India is the most important 
sector. Its contribution is highest in national income. The total share 
of this sector was 30.2 percent in 1970-71 that increased to 35.6 
percent in 1981-82. In the early year of economic reform (1991-92), 
the share of services sector increased to 41.0 percent . After seven 
years of economic reforms in 1997-98 the total share of this sector 
increased to 47.7 percent in the net domestic product of India. The 
services sector is composed to heterogeneous activit ies like 
Transport , Communication and Trade, Finance, Insurance, Real estate 
and business services, public administration, defense and other 
services. The data available on services sector, published by 
Economic Survey of India is represented in the table [13]. In the pre-
reform period (1980-81 to 1990-91), the growth rate of services i.e. 
transport , communication and trade was 5.8 percent that increased to 
7.7 percent in the post reform period (1992-93 to 1999-2000). In this 
sector highest growth rate is recorded by trade and hotel services. 
Contrary to this, the performance of finance, insurance, real estate 
and business services has been discouraging in the post reform era. 
The growth rate of these services was 9.1 percent that reduced only by 
0.1 percent and became 9.0 percent annually during 1990s. The 
growth performance of public administration, defense and other 
services has been relatively better in the years of economic reforms. 
During 1980s this sector grew by 5.9 percent per annum and with the 
growing demand the annual growth rate of these services increased to 
(5.8 percent in the period of 1992-93 to 1999-2000. But in the fiscal 
year 2000-01 the performance of these sectors slumped by nearly 50 
percent. Against a growth rate of 7.7 percent in the preceding year, 
the services of transportation communication and trade grew by only 
5.3 percent in 2000-01. The highest rate of decline in growth rate of 
services sector is claimed by finance, insurance and real estate and 
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Table-13 
Annual Growth Rate of Services Sector - A t Factor Cost 
Sectors 1980-81 to 1990-91' 1992-93 to 1999-00' 2000-01'^ 
Transport, 
Communication 
And Trade 
5.8 7.7 
Finance, Insurance, 
Real Estate & 
Business Services 
9.1 9.0 2.9 
Public Administration, 
Defence and other 
Services 
5.9 6.8 6.0 
^ Quick Estimate 
* Annual average growth rate 
Source: Compiles and computed from Government of India, Economic Survey, 
2001-02, P .S -10 
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business services. This sector grew by only 2.9 percent in 2000-01 
against a mounting growth rate of 10.6 percent in 1999-2000. The 
services like public administration, defense and other services also 
could not escape themselves from the slow down of service sector. 
The growth rate of this sector reduced to 6.0 percent in 2000-01 from 
11.6 percent in 1999-00. 
5. DIMENSIONS OF THE PROBLEMS AND PERSPECTIVE 
DEVELOPMENT 
Since the inception of the development planning, the first and 
the most challenging task before the Indian Government was to raise 
the standard of living of Indian masses. To solve the problem of 
widespread existence of poverty, unemployment and regional 
dispari t ies and to provide a better social infrastructure to common 
people, the Government of India constituted the Planning Commission 
in 1950. At the very first step of planning process, emphasis was 
given to the high growth rate of the economy and it was expected that 
in long run this high growth rate would improve the social overheads 
and thus the living condition of the general masses. But in the years 
of 1970s the doubts about the success of this planning approach were 
raised. In response to this the Government of India started several 
poverty alleviation and employment generation programmes. This new 
method of planning, achieved a substantial success. But when, the 
Government of India introduced the policies of structural reforms in 
India, once again debate started on the effect of these policies on the 
economic status of the least privileged people. Thus, the analysis of 
reform process will be incomplete without the study of social sector 
in the post reform period. 
5.1 ECONOMIC REFORMS AND POVERTY 
The objective of eradication of poverty has been an integral 
component of the strategy for economic development in India. The 
Planning Commission has been estimating the incidence of poverty at 
the national and state level using the methodology contained in the 
report of the Expert Group on Estimation of Proportion and Number 
of the Poor (Lakdawala Committee) and applying it to consumption 
expenditure data from the large sample surveys on consumer 
expenditure conducted by the NSSO at an interval of approximately 
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five years. Since the structural reforms have adversely affected poor 
in many countries, a natural question arises, what will be the impact 
of economic reforms initiated since 1991 on poverty reduction? There 
was a growing consensus about the expectation that the process of 
economic reforms will increase the concentration of income and 
wealth in a few hands and hence increase the incidence of poverty in 
India. Though, the Economists like Jagdish Bhagvati, T.N. Srinivasan 
and Deepak Lai argued that the economic reforms will improve the 
growth rate of the economy and the benefi ts will tr ickle down to 
reduce the level of poverty but a large number of economists are 
against this hypothetical explanation. There are a number of research 
studies conducted by individuals as well as groups, which reveal that 
the poverty reduction in the post-reform period has been adversely 
affected. In this respect, the two most important studies conducted by 
Gaurav Datt and S.P. Gupta have got more recognition due to their 
unbiased method of poverty estimation. Their estimates clearly show 
that the percentage of population below poverty line has increased 
during the post reform period in the rural areas while in the urban 
areas the percentage of population below poverty line has marginally 
declined. The poverty estimates made by Dr. S.P. Gupta are given 
below. 
The estimate made by Dr. Gupta (shown in table [14]), clearly 
reveals that in 1983 the rural poverty ratio was 45.6 percent and for 
the same period the urban poverty ratio was 44.5 percent. Before the 
inception of economic reforms, the rural poverty ratio in India 
reduced to 35.0 percent while in the urban areas, persons living below 
the poverty line shrinked to 35.3 percent. In aggregate the poverty 
ratio reduced to 35.1 percent. But after the introduction of the new 
economic reforms, incidence of poverty has shown an increasing 
trend. In 1998 (Six month) the rural poverty ratio once again reached 
to 45.2 percent and the urban poverty ratio reached to 34.6 percent. 
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TabJe -14 
Percentage of Population Below Poverty Line 
Year Rural 
Urban Total 
1983 45.6 40.8 44.5 
1987-88 39.1 38.2 38.9 
1989-90 33.7 36.0 34.3 
1990-91 35.0 35.3 35.1 
1992 41.7 37.8 40.7 
1993-94 37.3 32.4 35.1 
1994-95 38.0 34.2 37.0 
1995-96 38.3 33.0 36.1 
1997 38.5 34.0 37.2 
1998 (six month) 45.2 34.6 43.0 
Source: S.P. Gupta, "Trickle Down Theory Revisited: Role of Employment and 
Poverty", V.B. Singh Memorial Lecture, 41 '^ annual conference of the Indian Labour 
Economics, IGIDR, Mumbai, November 18-20,1999. 
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And, thus, the total percentage of people below the poverty line 
touched to 43.0 percent which was 40.7 percent at the time of 
introduction of economic reforms. 
Dr. S.P. Gupta, underlined the policies of structural reforms as 
having a pro-elitist bias while stating that, "the inverse relationship 
observed between poverty reduction and GDP growth becomes even 
more prominent if one obtains the trends over the recent years. For 
example, between 1993-94 and 1997 the estimates of poverty 
reduction went down when poverty percentage (i.e. people below 
poverty line) increased from 35.07 percent to 37.23 percent in the 
aggregate. This is the period when GDP growth rate increased to 
around 6.9 percent per annum, the highest ever, witnessed 
consecutively for four years in India."^'* He further stated, "In India 
the poverty reduction (i.e. reduction of the percentage of people 
below the poverty line). Over 1983 to 1990-91 was around 3.1 percent 
per annum but it reversed to 1.0 percent in the 1990s i.e. between 
1990-91 and 1997, this is expected to go beyond 5.7 percent" . " 
A similar result has been obtained from the poverty estimates 
made by Gaurav Datt. According to this estimate the head count index 
of the rural poverty was 35.37 percent in the pre-reform period (July 
89 - June 1991). For the same period the urban poverty ratio was 
33.08 percent. In the post-reform period (July 1995 - Dec. 1997), the 
rural poverty ratio increased to 36.47 percent and the urban poverty 
ratio reached 29.02 percent. On the basis of his study. Dr. Gaurav 
Datt has concluded. 
1. While there was a marked decline in both rural and urban 
poverty rates between 1973-74 and 1986-87, there is no sign of 
anything comparable thereafter . 
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2. For the rural sector, for the period of 1973-74 and 1990-91, 
head count index of poverty declined at the annual rate of 2.7 
percent, the rate of decline since then (i.e. in the post reform 
period) is not significantly different from zero. 
3. For the urban sector, during 1973-74 and 1990-91 head count 
index of poverty declined at the annual average rate of 2.2 
percent, the same trend is continued in the post reform period 
(1990-91 to 1996-97) at the annual average rate of 2.2 percent. 
4. While the urban sector seems to have continued its march of 
poverty reduction in the process of growth, rural poverty 
reduction was choked off by lack of rural growth. 
The independent individual estimates of poverty hence exposed 
that the poverty ratio in the post reform period has increased. The 
main reason for such type of negative trend is the method of planning. 
The planners believed negative that a comparatively very high growth 
rate of the economy supplemented by the policies of progressive 
taxation and public expenditure with the different poverty al leviat ion 
programmes and employment generation schemes would lead to a rise 
in the level of standard of living of the least aff luent people in the 
country. 
5.2 ECONOMIC REFORMS AND SOCIAL SECTOR 
The basic aim of any developmental planning is to provide an 
improved socio-economic environment to the people. The socio-
economic status of a society / region is judged by the quality of l ife 
of the dwellers of that particular region which includes the expected 
life of a person at birth, level of educational attainment in terms of 
literacy rate, infant mortality rate, maternal mortality rate, housing 
and sanitation facili t ies, supply of safe drinking water, availability of 
electricity, medical facilit ies etc. All the above parameters are the 
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indicators of the level of the development of a region or a country. 
Investment in all these sectors has a very long gestation period. In 
these areas a very high risk is involved with a minimum profi t 
margin. Since, the main aim of private investment is to earn maximum 
profi t , these sectors could not attract private investment at the 
convincing level. Again the goods and services of social care are very 
costly and it is diff icult for poor people of the society to buy these 
goods and services at the price determined by the market forces. It is 
therefore, felt that when the new economic policies of structural 
reforms will be introduced by the Government of India, it will be very 
diff icul t to attain these goods and services for the least aff luent 
people and hence the social indicators will be adversely affected by 
the reforms. 
It is very diff icult to include all the parameters mentioned 
above in the analysis. For the sake of simplicity we have included 
seven parameters viz: life expectancy at birth, literacy rate, infant 
mortality rate, death rate, birth rate and availability of safe drinking 
water and provisions of sanitation facili t ies. 
Information about the different parameters of social sector is 
given in table [15]. The average life at birth is the most important 
measure of the standard of quality of life in any region. In 1980-81, 
the average life of an individual of the Indian state was 54.4 years 
that increased to 55.9 years in 1990-91. But in the post reform period 
(1993-97), the expected life of a person at birth became 61.1 years 
showing a much more improvement in the post reform period in 
comparison to pre-reform period. The expected life of females was 
greater than the expected life of males in 1980-81, which equalized 
during 1990-91. But once again, during 1993-97 the expected life of 
females became more than the males by registering an average life 
expectancy of 61.8 years for females and 60.4 years for males. 
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Table -15 
Trend of Social Sector Parameters in India 
Parameters 1980-81 1990-91 Growth rate over 
the period (%age) 
Life expectancy 
(in years) 
a) Total 54.4 55.9 61.1 (1993-97) 2.7 9.3 
b) Male 54.1 55.9 60.4(1993-97) 3.3 8.0 
c) Female 54.7 55.9 61.8(1993-97) 2.1 9.3 
Literacy rate 
(%) 43.56 52.2 65.38 19.83 25.24 
a) Total 56.37 64.1 75.85 13.71 18.3 
b) Male 29.75 39.3 54.16 32.1 37.81 
c) Female 
Infant mortality 110(1981) 80(1991) 70.0 (1999) 27.27 12.5 
rate 
Death rate 12.5 9.8 8.7(P) 1998-99 21.6 11.22 
Birth rate 33.9 29.5 26.1(P) 1998-99 12.97 11.52 
Community 217(1981) 2071 
Health Centres (1991) 
Primary Health 5740 20450 
Centres (1981) (1991) 
Drinking water Population covered with drinking water supply (%) 
supply 
a) Rural 56.3 (1985) 73.9 (1990) 98.0* (1999)(P) 31.26 32.6 
b) Urban 72.9 (1985) 83.8 (1990) 90.2(b) 14.95 7.6 
Sanitation Popu ation covered in percentage terms (1999), (P) 
facilities 
a) Rural 0.7(1985) 2.4 (1990) 9.0* 242.85 275.0 
b) Urban 28.4 (1985) 45.9 (1990) 49.3(b) 61.61 7.4 
P : Provisional estimates 
(b) : As on 31''March 1997 
* : With government initiatives only under LRSP, MNP, JRY and lAY. Latest 
authentic data i.r.t. coverage through private initiatives is not known. 
Source : 1. Government of India (GOI), Economic Survey, 1993-94, pp. S-1, 
152, 147 & 154. 
2. GOI, Economic Survey 2000-01, p. 208. 
3. GOI, Economic Survey 2001-02, pp. 257 & S-1. 
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The reform era has therefore, better improvement in female life 
expectancy than the males. 
In the post reform period, the performance of literacy rate has 
shown more or less same trend as the life expectancy. The 
improvement in literacy rate has been more in the post reform period. 
The table 15 reveals that the literary rate of India was 43.56 percent 
in 1980-81 that increased to 52.2 percent in 1990-91 and thereby 
registered an improvement of 19.83 percent. The total percentage of 
population that has been recognized as literate became 65.38 percent 
in the post reform period (2000-01). In this way an improvement of 
25.24 percent has been observed in the post-reform period. The data 
on literacy rate by gender breakup indicate that the improvement in 
literacy rate of females is always greater than the males. In the pre-
reform period, the increment in male literacy rate was 13.71 percent 
whereas it was 32.1 percent in case of females. Sustaining the same 
trend the literacy rate of females increased by 37.81 percent in the 
post-reform period against 32.1 percent increment in male ' s literacy 
rate. The economic reform has, therefore been beneficial more to 
females than males. 
Infant mortality rate is another important measure of quality of 
l ife. It is expressed as the ratio of the number of child deaths under 
one year of age and the number of live births per thousand. The infant 
mortality rate largely depends upon the level of nutri t ional attainment 
and the availability of medical facil i t ies. The available data reveals 
that the infant mortality rate was 110 in 1981 that declined 80 per 
thousand after ten years (1991). In 1999 this number reduce by 10 and 
reached 70. In the pre-reform period (1981 to 1991) the infant 
mortality rate reduced by 27.27 percent but in the post reform period 
it decreases only by 12.5 percent showing a negative trend towards 
the availability of nutritious food and medical faci l i t ies to the poor 
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masses. The Economic Survey (2000-01) tried to warn the policy 
makers about the negative impact of economic reforms on infant 
mortality rate by stating, "Recovery of users costs are an essential 
ingredient of economic reforms. Health sector reforms are inevitably 
a part of the economic reforms. Economic reforms and privatization 
of the health services in Eastern European countries had resulted in 
reduction in access to health services for the poor in these countries 
and this in turn had adverse effects on health indicates of the 
population. There is a lesson to be learnt from this and effor ts have to 
be made to ensure that this does not happen in India.^^ 
The crude death rate represents an important aspect of demographic 
feature of a country or region. As the economy develops standard of 
living of resident improves and hence death rate decreases. The crude 
death rate is measured in terms of the ratio of total number of deaths 
in a single year and the total population expressed as a number per 
thousand. In 1980-81 the crude death rate was 12.5 per thousand that 
reduced to 9.8 per thousand in 1990-91. The provisional estimate 
indicates that this rate has further reduced and became 8.7 per 
thousand. The above table reveals that the reduction in death rate 
during the pre reforms period was 21.6 percent. But in the post reform 
period the rate of reduction in death rate fell . It reduced by 11.22 
percent. Another important component of demography is crude birth 
rate. It is measured in terms of the ratio of number of live births 
during a year and population (mid year) per thousand. The number of 
births per thousand in 1980-81 was 33.9, which reduced to 29.5 per 
thousand in 1990-91, showing a positive trend towards population 
stabilization. After 8 years (1998-99), the provisional estimates stated 
that the crude birth rate reduced 26.1 per thousand. In the pre-reform 
period the birth rate has declined by 12.94 percent, which reduced 
11.52 percent in the post reform period (1990-91 to 1998-99). 
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To judge the quality of life, one of the important parameter is 
the availability of safe drinking water. The data published in 
Economic Survey of India provides information about the availability 
of safe drinking water for both the rural as well as the urban areas. 
The data is available in terms of percentage of populat ion covered 
with safe drinking water. In 1985, 56.3 percent of population had 
access to drinking water supply that increased to 73.9 percent of 
populat ion during 1990. According to the provisional estimates made 
in 1999, 98.0 percent of the rural population was covered with 
drinking water supply. The growth rate in the percentage of 
populat ion covered with drinking water supply was 31.26 percent in 
the pre-reform period (1985-1990), which increased to 32.6 percent in 
the post reform period (1990-99). The condition of the urban areas is 
better in terms of availability of water. The total percentage of 
population covered with safe drinking water in the urban areas was 
72.9 percent in 1985. In 1990, it registered an improvement and 
increased to 83.8 percent. As on 31^' March 1997, this percentage of 
populat ion having the facility of drinking water supply further rose to 
90.2 percent in urban areas. In this way, the increment in the 
percentage of population covered with the safe drinking water supply 
has been 14.95 percent during 1985-90 that fell to 7.6 percent during 
1990-97. In this regard the performance of the rural areas, therefore, 
has been comparatively better than the urban areas in the post reform 
period. 
The availability of sanitation facil i t ies is the basic minimum 
requirement for healthy living. As data in table (15) reveals the 
provision of sanitation facili t ies has been very poor in the rural areas 
in comparison to the urban. In 1985 only 0.7 percent of total rural 
population had sanitation facil i t ies that was very scarce in 1990 when 
total percentage of the rural population covered with sanitation 
facil i t ies became 9.0 percent. Though in terms of percentage growth 
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in these facil i t ies the performance of rural areas has been very high, 
but in absolute terms it is decreasing both during the pre-as well as 
post reform periods. The percentage of the urban population covered 
with sanitation facilit ies was 28.4 percent in 1985. During 1990, the 
percentage of population having the facil i t ies of sanitation, increased 
to 45.9 percent that further increased to 49.3 percent in 1997. But if 
we investigate into the increment in the availabili ty of sanitation 
faci l i t ies , we observe that the performance of pre-reform period has 
been much more encouraging than the post reform period. 
5.3 ECONOMIC REFORMS AND REGIONAL DISPARITIES 
The reduction in the regional disparities among the Indian 
states has been one of the prime objectives of developmental 
planning. To meet this end, state policies have been guided to help the 
backward regions. The provision of devolution of the funds and a 
comparatively higher allocation of resources has been made to narrow 
down the gap between the developed states and backward states. But 
all these provisions seem to be ineffect ive as a result of the 
introduction of New Economic Policies (NEP). The whole process of 
economic reforms centered on the notion that economy should be 
based on market forces. In an environment of market based policies, it 
is natural that the investment will be attracted in those regions which 
will be more developed - both economic and financial infrast ructure . 
Hence, the market oriented policies of new economic order do not pay 
any attention towards the reduction of regional disparit ies. The causes 
of undesirable effects of new economic policies, therefore, need to be 
analysed. 
The following table [16] provides information about the per 
capita net state domestic product at current prices and its growth rate. 
The arrangement of states has been made in descending order in 
respect of per capita net state domestic product. For the year 1980-81, 
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Table-16 
Per Capita Net State Domestic Product at Current Prices 
(New Series) 
Growth rate (%age) 
State 1980-81 1990-91 1999-00 (A) 1980-81 to 1990-91 to 
19990-91 1999-2000 
Forward States 
Punjab 2629 8177 23040 211.03 181.76 
Maharashtra 2492 7612 23398 205.45 206.33 
Haryana 2437 7721 21114 216.82 173.46 
Gujarat 2089 6343 18625 203.63 193.63 
West Bengal 1925 5072 15569 163.48 206.95 
Kamataka 1644 4975 16343 202.61 228.50 
Kerala 1835 5110 18262 178.47 257.37 
Tamil Nadu 1666 5541 19141 232.59 245.44 
Andhra Pradesh 1467 4816 14715 228.28 205.54 
Backward States 
Madhya Pradesh 1609 4798 10907 198.19 127.32 
Assam 1329 4432 9612 233.48 116.87 
Uttar Pradesh 1402 3937 9765 180.81 148.03 
Rajasthan 1424 4883 12533 242.90 156.66 
Orissa 1352 3166 9162 134.17 189.38 
Bihar 1022 2966 6328 190.21 113.35 
Average growth 
rate of Backward 196.61 141.93 
states 
Average growth 
rate of forward 204.70 210.99 
states 
Ratio between 
maximum and 2.6 2.8 3.6 
minimum 
All India 5352 7321 10067(P) 
(at 1993-94 prices) 
P: Provisional estimate 
A: Advance estimate 
Source: Directorate of Economics and Statistics of respective state governments 
and Union territories in Government of India, Economic Survey, 2001-02, 
pp. S-2&S-12. 
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the data reveals that ratio between the state of highest per capita 
NSDP and lowest per capita NSDP was 2.6. After one decade this 
ratio marginally increased by 0.2 and became 2.8. But after 
completion of nearly ten years of economic reforms this ratio 
increased to 3.6 by 1999-00. These values of the ratio of highest and 
lowest per capita net state domestic product unearth the fact that the 
regional disparities have increased more during the reform period by 
favouring the developed states. 
The concern over growing regional disparit ies is also supported 
by the available trends of the growth of per capita net state domestic 
product. The decennial percentage growth of different states reveals 
that the per capita NSDP in developed states have been an average 
percentage growth of 204.70 in the pre-reform period (1998-81 to 
1990-91). But, in the same period this growth in per capita NSDP for 
backward states was 196.61 percent. In the post reform period the per 
capita NSDP of developed states on an average increased to 210.99 
percent whereas in backward states this slumped to 141.93. Here one 
thing should be noted that in the backward states only Orissa has a 
comparatively high growth in per capital income in the post reform 
period in comparison to pre-reform period. In case of developed states 
the scenario is different from the backward states. Out of nine states 
five states have registered higher growth in per capita income during 
post reform period in respect of pre-reform period and rest have a 
lower growth rates. These five states are Tamil Nadu, Kerala, 
Karnataka, West Bengal and Maharashtra. The states that have a lower 
growth rate in the post reform period are Punjab, Haryana, Gujarat 
and Andhra Pradesh. It is therefore clear that the regional disparit ies 
has increased in the post reform period not only due to a higher 
average percentage growth of per capita income of developed states 
than backward states but also due to a higher percentage growth of 
developed states in the post reform period in comparison to the pre-
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reform period and a lower average percentage growth of PCI in, 
backward states during the post reform period in comparison to the 
pre-reform period. Analyzing the cause of widening gap between the 
rich and the poor statewise, Dr. M.J. Kurian stated that, "more than 
two thirds of investment proposals (69.2%) in the post reform period 
were concentrated in the forward states and a similar situation 
prevailed in terms of financial assistance disbursed by All India 
Financial Institutions as well as State Financial Corporations. The All 
India Financial Institutions vi: IDBI, IFCI, ICICI, UTI, LIC, GIC, 
IRBI and SIDBI disbursed 67.3 percent of total f inancial assistance to 
forward states upto 31®' March 1997. Even among the 9 forward states 
four states namely, Maharashtra, Gujarat, Tamil Nadu and Andhra 
Pradesh were able to appropriate about 51 percent of total assistance. 
Eilven in the case of State Financial Corporations, 70 percent of total 
7 ft 
assistance was received by forward states". 
5.4 ECONOMIC REFORMS AND UNEMPLOYMENT 
The issue of impact of New Economic Reforms on reduction of 
unemployment has been a controversial one. Thus, to evaluate the 
result of new economic policies on unemployment several studies 
have been conducted. A study made by Mr. Sundipto Mundle of the 
National Institute of Public Finance and Policy revealed that, 
"unemployment rate form less than 4 percent in the current year 
(1991-92) to about 5 percent in 1992-93. This implies extra 
unemployment of about 4 million persons in 1992-93 and the year 
after as a net consequence of stabilization programmes^^ The 
introduction of economic reforms has opened the way for 
technological up gradation that leads to the promotion of capital 
intensive techniques of production. As a result of this the 
opportunit ies of employment have been reduced and the level of 
unemployment increased. 
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The unorganized sector of Indian economy has been the most 
important sector in employment generation while the organized sector 
has a very little scope in this regard. However, the unorganized sector 
has been proved insecure in terms of job guarantee and wage rates in 
the post reform period. Since the introduction of structural adjustment 
programme has reduced the employment potential that leads to 
retrenchment of workers in the organized sector, and the burden of 
unemployment has increased on the unorganized sector through 
displacement of labour. It was expected that the faster growth of the 
economy would improve the employment situation but it did not 
happen, and the jobless growth of the economy seems to be 
unconducive to sustain economic development that leads to social 
tensions. It has been advocated that the areas of high employment 
potential should be emphasized. This has been expected to achieve 
through geographic diversif ication of agricultural growth wastelands 
development for crop cultivation and forestry, encouragement of agro-
based industries, rural non-farm activities etc. The creation of job 
opportunit ies is also expected to be achieved through decentralization 
of the small-scale sector and the service sector, expansion of housing, 
health and educational services. These areas of employment 
generation are identified as the basic elements of employment growth 
strategy. 
There is a growing evidence which suggests that the labour 
absorption in the agricultural sector is fall ing gradually and in 
contrast to it, there is a boom in non-farm employment i.e. 
construct ion, trade, transport and manufacturing. Therefore, the future 
prospect of employment creation lies in what Prof. R.P. Misra of 
Delhi School of Economics called 'urbanizat ion ' - that indicates 
urbanization in the rural areas. The Economic Survey (1993-94), 
stresses on the creation of productive jobs in these words. "Slow 
employment growth is partly due to the growth of capital intensive 
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methods of production which was, to some extent, induced by the 
protective labour laws. Other factors responsible for slow growth of 
employment are mismatch between skill requirements and employment 
opportunity, low productivity, occupational shif ts f rom artisans to 
unskil led labour and declining trend of labour absorption in 
agriculture in the past. It is expected that the ongoing economic 
reforms with emphasis on private participation in the growth process 
and the expansion of investment and production give a fill up to the 
growth of employment in the medium term". It is clear from the 
above observation that the private participation in economic activity 
will boost the gap of growth of employment, but the problem arises 
because of capital intensive technology, preferred by India ' s private 
sector enterprises or the policy of l iberalization, globalizat ion and 
privat izat ion, which create the problem of unemployment in the short 
run but the inflow of foreign direct investment as well as domestic 
private investment will create new opportunities in the long-run. The 
chances of increment in the employment opportunity is almost 
unsat isfactory due to increasing uti l ization of capital intensive 
technique of production in private sector and the gradual 
dis investments of public sector enterprises. "As per one recent 
government report, more than 94 million job seekers will seek 
employment in the country at the turn of the century. Therefore, 9 
mil l ion additional employment opportunities per year will have to be 
generated in the remaining period of the Eighth Five Year Plan to 
eventually meet the goal of reducing unemployment to 'negl igible 
level ' by the year 2002"^^ 
When the Eighth Five Year Plan was started in 1992-93, it had been 
estimated that, there were 17 million unemployed labourers in which 
7 mill ion were educated unemployed. The rate of severe 
unemployment was 6 million. This accounted a backlog of 23 million 
unemployed persons in April 1992. For the whole period of the Eighth 
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Five Year Plan (1992-97) the net addition of labour force was 
estimated to be 35 million and for the period of the Ninth Five Year 
Plan (19997-2000), it was 36 million. Thus, 58 mill ion people will 
sought for employment during 1992-97, while this f igure will increase 
to 94 million after the period of the ten years period at the end of 
2002. For solving this grievance and reducing the incidence of 
unemployment at negligible rate by 2002, the employment should 
grow by 2.6 to 2.8 percent annually over this period. For achieving 
the desired rate of employment growth, a relatively high rate of 
economic growth is required. There is need of growth of sectors, sub-
sectors and foreign direct investment, made by multinational 
corporations. Thus, it is impossible to generate employment at 
quicker pace under the capital intensive techniques of production. 
Therefore, in a situation of mounting unemployment it becomes 
necessary to f inalize a strategy of employment generation that fu l f i l l s 
the need of the unemployed workers, otherwise the economy will 
move towards a jobless growth leading to the social strife. 
5.5 EVALUATION OF POVERTY ALLEVIATION AND 
EMPLOYMENT GENERATION PROGRAMMES 
The employment generation and poverty alleviation programmes 
have been one of the agenda of national policy for more than 50 
years. The importance of poverty reduction and accessibili ty of other 
basic goods have been emphasized in the all five year plans since 
independence - especially since the inception of the Fif th Five Year 
Plan. Despite the best efforts made by the government over the past 
few decades, the problem of unemployment and incidence of poverty 
in India continue to remain a cause for concern. The anti-poverty 
programmes have been strengthened in the successive years and the 
poverty level has come down from 56.44 percent of India 's population 
in 1973-74 to 26.1 percent in 1999-2000. However, in absolute terms 
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the number below the poverty line remained more or less stagnant. In 
1999-00 the total number of the rural poor was 193 mill ion, whereas 
in the urban areas it was 67 million. And thus, the adverse effect of 
such a heavy incidence of poverty on the country 's development is 
obvious. In this context, the self employment generation programmes 
assume significant role in providing a subsistence income to the 
Indian masses on a sustainable basis. 
The first two decades of Indian planning did not emphasise 
more on the problems of poverty and unemployment. The planners 
mainly concentrated on the issue of economic growth and expected 
that in long run the benefi ts would trickle down and the problem of 
poverty and unemployment would be automatically solved. But, this 
did not happen. A wide spread movement was launched by a number 
of socialist economists under the leadership of Prof. Mahboobul 
Haque against the avowed hypothesis. It happened in India too. Due 
to this a new planning approach emerged. To hit the problem of 
poverty and unemployment directly, different programmes of poverty 
al leviat ion and employment generation have been introduced. The 
strategy of direct assault on poverty and unemployment through rural 
development and employment generation programmes was first 
adopted in the 1970s. Since then, a large number of programmes have 
been launched, both for rural and urban development. Some important 
poverty alleviation and employment generation programmes are -
Integrated Rural Development Programme (IRDP), National Rural 
Employment Programme (NREP), Rural Landless Employment 
Gaurantee Prlogramme (RLEGP), Jawahar Rozgar Yojna (JRY), 
Training of Rural Youth for Self Employment (TRYSEM), Sawarna 
Jayanti Gram Swarozgar Yojna (SJGSY), Employment Assurance 
Scheme (EAS), Prime Minister Rozgar Yojna (PMRY), National 
Social Assistance Programme (NSAP) and Nehru Rozgar Yojna 
(NRY). 
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Since, a large number of programmes have been introduced to 
downsize the occurrence of poverty and unemployment in both the 
rural and the urban areas, it is very diff icult and lengthy process to 
evaluate each and every programme. We shall, therefore, evaluate a 
few important programmes only. 
5.5.1 INTEGRATED RURAL DEVELOPMENT PROGRAMME 
The Integrated Rural Development Programme (IRDP) was 
launched in 1978-79 in order to deal with the dimensions of rural 
poverty in the country. This programme continued till 1999. This 
programme covered small and marginal farmers, agricultural workers 
and landless laboruers, rural craftmen, artisans and virtually all the 
famil ies of about 5 persons with an annual income level, below Rs. 
3500 per year. The basic aim of IRDP was to raise the level of the 
BPL famil ies in the rural areas above the poverty line on a lasting 
basis by giving them income generating assets and access to credit 
and other inputs. Through these productive assets, the programme 
sought to promote self employment to the rural, poor, through a mix 
of subsidy and bank credit. At its beginning it was implemented in 
2300 blocks, but in the Sixth Five Year Plan, it was extended all over 
the country. 
The planners formulated this programme with the assumption 
that the poor of the rural areas are poor because they neither have any 
productive assets nor any special skill. Therefore, the IRDP was 
designed to help the poor by creating new assets for them. These 
assets would include sources of irrigation, bullocks and implements 
besides inputs like seeds and ferti l izers for farming, animals for dairy 
and other animal husbandry activities and tools and training for 
cottage industries and handicrafts . The basic strategy was self 
employment of the poor with the help of these assets so that they 
manage to earn enough to be above the poverty line. In order to attain 
173 
these objectives the draft paper of the Sixth Five Year Plan (1978-83), 
mentioned. The imperative laid down for the plan for rural areas of 
the country is increasing productivity through a strategy of growth 
with social just ice and providing ful l employment to the rural sector 
within a ten year time framework. As a comprehensive strategy and 
approach for translating these objectives into specif ic programme, the 
Integrated Rural Development now contemplated, involves a 
mult ipronged attack on the problem of rural development - with a 
view to achieving a better fit between growth, removal of poverty and 
employment generation. More specifically, it involves a sharp focus 
on target groups comprising small, marginal farmers , agricultural 
labourers and rural artisans and extremely location specif ic planning 
in rural areas. The basic aim of this poverty al leviat ion programme 
was therefore, to encourage self employment to make them suff ic ient 
enough to earn atleast a minimum income to cross the boundary line 
of poverty. 
The performance of IRDP can be analyzed f rom table [17]. 
Since the beginning of IRDP, during the whole period of the Sixth 
Five Year Plan, 600 poor families were to be assisted in each block. 
By this approach, 75 million people of 15 million famil ies below the 
poverty line were targeted under this programme. A heavy amount of 
Rs. 35 lakhs was allocated to each targeted block with a combined 
effor t of centre and the states in the ratio of 50:50. This programme 
was implemented and monitored by a special administrat ive set up in 
each district. This special administrative set up is called the District 
Rural Development Agencies (DRDAs). 
The Sixth Five Year Plan (1980-85) regime of IRDP reveals 
that the actual expenditure was Rs. 1161 crores against the targeted 
expenditure of Rs. 1500 crores. Following the same footstep, the total 
term credit mobilization in this period increased to an amount of Rs. 
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3102 crores as against the targeted amount of Rs. 3000 crores. In 
aggregate, the total monetary expenditure made under IRDP during 
the Sixth Five Year Plan was Rs. 4762 crores whereas the targeted 
amount was Rs. 4500 crores. During this period the actual numbers of 
beneficiar ies have been also more than the target. The total numbers 
of beneficiar ies assisted by IRDP were 16.56 mill ion against the 
targeted number of 15 million. In this total number of beneficiaries 
6.46 million were from the schedule castes and schedule tribes. 
During the Seventh Five Year Plan, the Integrated Rural 
Development Programme had targeted 20 million people for providing 
the assistance. Out of this total number of targeted beneficiar ies only 
10 mill ions were new. The total allocation of funds made by the 
central government was expected to be Rs. 2643 crores. For providing 
assistance, the identification of families was based on the per capita 
income. To be identified as targeted group, the annual income of the 
households should be Rs. 4800 which was Rs. 3500 during the Sixth 
Five Year Plan. Though, the poverty line during the Seventh Five 
Year Plan was marked at Rs. 4800 but it was mentioned that the 
households with the income of Rs. 3500 should be taken first . 
The performance of the IRDP during the Seventh Five Year 
Plan has not been as successful as the Sixth Five Year Plan. During 
this period only 18.2 million families have been against the target of 
20.0 mill ion families and thereby Rs. 3316 crores have been util ized. 
In the regime of the Seventh Five Year Plan, the financial insti tutions 
had mobilized a handsome amount of Rs. 5372 crores as term credit. 
In the way a total investment of Rs. 8688 crores was made to assist 
18.2 million people. Out of this 18.2 million beneficiaries, 45 percent 
belonged to SCs & STs. Here it is worthwhile to note that the 
investment per beneficiary was Rs. 3339 at the end of the Sixth Five 
Year Plan that increased to Rs. 4780 in the Seventh Five Year Plan. 
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This total amount of Rs. 4780 was the aggregate of Rs. 1824 as 
subsidy and the remaining of Rs. 2956 was term credit. Out of the 
total beneficiaries, 19 percent were women. 
During the period of plan holiday (1990-91 to 1991-92), Rs. 
3919 crore was invested under this programme. The total number of 
households who were assisted by this development programme during 
the period of plan holiday was 54 lakhs. A marked improvement had 
been observed by SCs & STs in terms of their share in total benefi t . 
They accounted 51 percent of the total beneficiaries. The share of 
women in the total fund disbursement touched the highest figure of 
32.0 percent. A sharp increase in the total amount of investment had 
also been observed that reached to Rs. 7258. 
At 1991 prices, the poverty line had revised during the Eighth 
Five Year Plan and defined at Rs. 11000 annually per household. To 
ensure the success of IRDP in the Eighth Five Year Plan and make its 
benefi t more distributive it was stipulated that the disbursement of 
funds must be in such a way that the 50 percent of total fund will be 
granted to SCs and STs. Out of this 50 percent, 40 percent should go 
to women beneficiaries. During this plan 108.2 lakh families were 
assisted by total investment of Rs. 11541 crores. Therefore, the each 
benefi ted family from IRDP received Rs. 10666. Out of the total 
investment made during the Eighth Five Year Plan, 40 percent was 
accounted as subsidies and remaining 60 percent was recognized as 
per capita credit. Against the target of 108.2 lakhs families, 108 lakhs 
famil ies got assistance from this programme during the Eighth Five 
Year Plan. Following the target, 50 percent of the total assistance was 
allocated to the families of the Scheduled Castes and Scheduled 
Tribes. Though, the programme had succeeded in allocating 50 
percent of the fund to SCs/STs, yet failed to fulf i l l its promise to 
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allocate 40 percent of the total funds to women applicants. The 
percentage share of women beneficiary was only 34 percent. 
The data obtained from the Ministry of Rural Development 
revealed that during 1997-98, the total investment made under IRDP 
was Rs. 2859 crores for developmental purposes in therural areas. 
Through this fund 1707 lakh families were being assisted and thus a 
per capita investment of Rs. 16753 was made. In its last year of 
existence, IRDP assisted 7.82 lakh families (upto November 1998) 
with the help of total investment of Rs. 1389.19 crores. 
The performance of the Integrated Rural Development 
Programme during its whole regime therefore has not shown any 
negative remark in terms of the target. Whatever the target had been 
f ixed under IRDP, it has been achieved. But if we shall talk about the 
performance of IRDP in terms of percolation of benefi ts to the desired 
section of the society, there is some doubt due to wide-spread 
persis t ing problems of poverty and unemployment in the regions 
where this programme could not be reaped by the least af f luent people 
mainly because of: 
(a) The families targeted under this programme were mostly 
ineligible for the selection under the programme. An evaluation 
survey had been conducted by NABARD in 1984. On the basis 
of the outcome. Prof. Nilkanth Rath concluded that, "The 
NABARD (1984) survey shows the percentage of beneficiar ies 
wrongly classified to be 42 percent in Assam, 17.76 percent in 
Haryana, 35 percent in Punjab, 19 percent in M.P. and 13 
percent in Maharashtra. As against this, the survey showed 11 
percent misclassification in the surveyed districts of Tamil 
Nadu and Karnataka, 7 percent in Andhra Pradesh and hardly 
one percent or less in Orissa, Bihar and Uttar Pradesh. On the 
whole, however, it would not be improper to suggest that at 
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least 15 percent of those identified as poor and helped under 
IRDP did not really belong to the category of the poor". 83 
(b) There have been leakages in the disbursement of loans and 
subsidies granted to beneficiary households. Since the Indian 
rural people are mostly untrained (those who are poor), the 
loans and subsidies given for asset creation under IRDP are in 
the form of livestock. These livestocks includes dairy animals, 
goats, sheep 's , cows, bullocks etc. The survey conducted by 
NABARD showed that of the loans and subsidies were in 
the form of livestock. "The NABARD Survey (1984), showed 
that a high proportion of 26 percent of leakages of loans for 
animal husbandry, about half of it were due to misuse of loans 
and other due to sell of animals".^' ' The misuse of loan was 
aggravated and appropriated by the non-poor by the means of 
(i) representing one member of family as farmer and rest as 
landless labourers; (ii) dividing the land amongst the all 
members of the family to get classified as small or marginal 
farmers and (iii) purchasing the assets in the name of the real 
poor and then appropriate it by paying a nominal amount to the 
poor. 
(c) Although IRDP requires that the beneficiaries should be 
selected from the poorest groups below the poverty line, it has 
so happened that, in few states, a sizeable number of 
beneficiaries selected, belong to the category of small and 
marginal farmers. The percentage of such beneficiaries varies 
from state to state and sometimes as high as 30 percent. This 
resulted because of the relatively better viability of small and 
marginal farmers from credit angle and the preference of block 
off icials and credit agencies extending assistance to them". ^^  
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(d)The different evaluation studies of Integrated Rural 
Development Programme revealed that the distribution of loans 
and subsidies has caught into a corrupt system. A brokerage 
was charged on the creation of productive assets with the help 
of corrupt collusion with the bureaucracy and off ic ia ls of 
cooperative departments and other credit agencies. The 
influential members of the village community charged a 
brokerage on the subsidies and credits sanctioned to the poor 
villagers. In the villages a few are well off . The poor members 
of the society are dependent on the rich people for their day to 
day needs. This type of structure of village societies 
empowered the non-poor to corner the benefi ts of 
developmental programme to their own side. Such type of 
persist ing trend defeated the very purpose of IRDP. 
5.5.2 JAWAHAR ROZGAR YOJNA 
By merging two erstwhile wage employment programmes -
National Rural Employment Programme and Rural Landless 
Employment Guarantee Programme (RLEGP), the Jawahar Rozgar 
Yojna was started with effect from April, 1989 on the basis of 
80:20 cost sharing between the Centre and the State. At present, the 
Jawahar Rozgar Yojna is not exist because since April 1, 1999, it has 
been replaced by Jawahar Gram Samidhi Yojna. The main objective of 
the yojna was to create additional gainful employment for the 
unemployed and under-employed persons in rural areas. The other 
object ive was the creation of sustained employment by strengthening 
rural economic infrastructure and assets in favour of the rural poor for 
their direct and continuing benefits . Though, the people below the 
poverty line were the target group of this programme for employment, 
the preference was to be given to the scheduled castes, scheduled 
tr ibes and freed bonded labourers. The 30 percent of the employment 
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opportunit ies created under this scheme were to be reserved for 
women in rural areas. It was basically a wage employment scheme, 
which was initially introduced in 120 backward districts. It covered 
all rural productive work responsible for the creation of durable 
productive community assets. Under this employment generation 
programme, preferernce was given to such type of work or project that 
had the potential of maximum direct and continuing benefi ts to the 
targeted groups. The Jawahar Rozgar Yojna gave a high priority to 
create infrastructure of poverty alleviation programme, like the 
District Development Programme, the Drought Prove Area Programme 
etc. It also included works related to the land development, 
construction of drainage, fields channels etc. To provide more and 
more employment opportunities, the non-wage component of the 
project restricted to a maximum limit of 50 percent of total allocated 
fund. The allocation of funds under this programme was made entirely 
on the basis of severity of the incidence of poverty. The state with 
higher incidence of poverty gets higher allocation of fund and vice-
versa. The disbursement of funds had to be done directly to districts 
on the basis of percentage of workers participation. Twenty percent of 
the total fund allocated on the basis of percentage of agricultural 
labourers to the main workers. Other twenty percent of the fund was 
allocated on the basis of percentage of SC/ST rural populat ion to total 
rural populat ion and remaining sixty percent was allocated on the 
basis of inverse of agricultural productivity. 
On the basis of the experience gained during the first four years 
of working of Jawahar Rozgar Yojna, it had been modif ied in 1993-
94. The modificat ion in the existing structure of JRY was observed to 
achieve an objective of providing 90-100 days of employment per 
person in backward districts. With its new outlook, JRY was being 
implemented in the following three heads: 
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5.5.2.1 FIRST HEAD OF JRY: The first head of Jawahar Rozgar 
Yojna was a composite scheme of Indira Awas Yojna and Million 
wells scheme. From the total resources of JRY, 10 percent was 
allocated to lAY and 30 percent was accentuated by MWS. The 
f inancial decisions of lAY and MWS was monitored by the District 
Rural Development Agencies (DRDAs) / Zila Parishads. The resources 
were allotted to the States / UTs in accordance with the proportion of 
the rural poor in the states or Union territories to the total rural poor 
in the country in terms of the estimate of 43'" round of NSSO. 
Out of the total allocated fund to these schemes the DRDA / 
Zila Parishad was authorized to use the funds in accordance with the 
fol lowing guidelines: 
(a) 35 percent of the fund should be invested in economically 
productive assets; 
(b)25 percent of the fund was allocated to social forestry; 
(c)The total expenditure on schedule caste / schedule tr ibes 
should be 22.5 percent of the available fund, and 
(d)The remaining fund was utilized for other works such as 
roads and buildings. 
It had been strictly mentioned that the 22.5 percent of the fund 
under the individual beneficiary schemes for SCs/STs, must be 
directly invested for the benefits of these communities. In case of 
other sectoral allocation, however, there were no compulsion. 
5.5.2.2 MILLION WELLS SCHEME: The million wells scheme was 
launched during 1988-89 to provide the free of cost irrigation wells to 
small and marginal farmers and freed bonded labourers. Till 1993-94, 
this facility was availed by SCs and STs classes only. But after this 
period it had been extended to non-SCs/STs also.The performance of 
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Table-18 
Progress of Million Wells Scheme 
Years Number of wells 
constructed 
Expenditure incurred 
(Rs. Crores) 
Average 
expenditure per well 
(Rs.) 
1988-89 50345 133.0 26418 
1989-90 87634 108.2 12342 
1990-91 56433 279.7 49570 
1991-92 172328 495.2 28734 
1992-93 180995 534.0 29506 
1993-94 151673 639.7 42176 
1994-95 158780 776.2 48885 
1995-96 142685 538.3 37726 
1996-97 103196 502.33 48335 
1997-98 103499 496.61 47982 
1998-99 
upto Nov. 98 
49821 225.89 45340 
Source: Compiled and computed from Ministry of Rural Development, Annual 
Report - 1997-98 and 1998-99. 
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MWS as given in table[18]. Since the beginning of the sheme a total 
of 10,04089 wells have been constructed with the help of total 
expenditure of Rs. 4021 crores by cost of Rs. 47982 and during 1998-
99 (upto November 1998) 49821 wells were constructed at the average 
cost of Rs. 45340. 
5.5.2.3 INDIRA AWAS YOJNA: 
This sub-yojna of Jawahar Rozgar Yojna aimed at facil i tating 
f ree of cost houses to the members of schedule caste and schedule 
tribes and free bonded labourers. This scheme had been started under 
Rural Landless Employment Guarantee Programme (RLEGP) during 
1985-86. In 1989-90 it merged under Jawahar Rozgar Yojna. Since 
1993-94, this programme extended its benefi ts to other poor 
categories besides SCs/STs. Earlier the permissible expenditure on 
each houses was fixed at Rs. 1400 under lAY. But due to rise in 
prices, this amount had increased to Rs. 20G00 on 1" August 1996. 
There was complete freedom to the beneficiar ies about the 
construction of the houses - as to which manner the construction of 
the houses will be completed. During 1989-90 to March 1997, 37.2 
lakh houses were constructed with a total expenditure of Rs. 5038 
crores. 
5.5.2.4 SECOND STREAM OF JRY: 
The second stream of JRY was started in 1993-94 with the name 
of Intensified Jawahar Rozgar Yojna. It was implemented in those 120 
backward districts of 12 states where the condition of unemployment 
and underemployment was in bad condition. These states are Andhra 
Pradesh, Bihar, Gujarat, Jammu & Kashmir, Karnataka, Madhya 
Pradesh and West Bengal. This programme has worked only for 3 
years. This programme had given priorit ies to those works that 
provide large employment opportunities like creating small irrigation 
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facil i t ies on barren land, forestry etc. It also propagated those 
activities, which create rural infrastructure including insti tutions of 
primary education. 
5.5.2.5 THIRD STREAM OF JRY: 
The third stream of innovative and special employment projects 
aimed at restricting the labour migration, which is caused by a high 
burden of unemployment. It also had an objective of enhancing the 
women ' s employment. This special programme worked through the 
voluntary organizations with the motive of drought proofing and 
watershed development / wastelands development. For the 
construction of classrooms and school buildings assistance had been 
provided through the operation black board. 
The physical as well as f inancial performance of the Jawahar 
Rozgar Yojna has been available from the Ministry of Rural 
Development which is represented in tables [19] and [20]. As the data 
reveals, Indian states generated an employment of 25481 lakhs 
mandays during 1989-90 to 1991-92 against the target of 25402.64 
lakhs mandays of employment by utilizing a fund of Rs. 7709.83 
crores. The hundred percent performance of the JRY in this period 
had been achieved only by utilizing 80.51 percent of available fund. 
ID the next financial year (1992-93) the target of 7537.95 lakhs 
mandays of employment generation was generated by util izing only 
75.38 percent of the available fund. But in 1993-94 we failed to 
achieve the target of 10383.26 mandays of employment. It is true that 
the target was much more than the previous years but we also could 
not ignore the fact that there was a hefty amount of available fund. 
Perhaps inefficiency in management was the main cause behind the 
failure of target. 
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Table-19 
Financial Performance of JRY 
(in Rs. Crores) 
Years Total fund available Funds utilized Percentage 
utilization 
1989-90 to 
1991-92 
9576.37 7709.83 80.51 
1992-93 3599.63 2709.59 75.38 
1993-94 4767.63 3878.71 81.36 
1994-95 5418.22 4268.33 78.78 
1995-96 5791.90 4466.91 77.12 
1996-97 2583.38 2163.98 83.77 
1997-98 2872.03 2451.65 82.82 
Sub total 34604.16 27649.00 79.90 
1998-99 up 
to Nov. 98 
2222.16 1243.71 55.97 
Total 36826.32 28892.71 78.45 
Source: Ministry of Rural Development, 1998-99 at www.rural.nic.in 
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Table-20 
Physical Performance of JRY 
(in Lakh Man days) 
Years Target Achievement %age achievement 
1989-90 to 
1991-92 
25402.64 25481.47 100.31 
1992-93 7537.95 7821.02 103.76 
1993-94 10383.26 10258.40 98.80 
1994-95 9865.45 9517.07 96.47 
1995-96 8490.06 8958.25 105.64 
1996-97 4141.37 4006.32 93.24 
1997-98 3864.90 3960.79 102.48 
Sub-total 69675.62 70003.32 100.47 
1998-99 up 
to Nov. 98 
3966.57 1902.80 47.97 
Grand Total 73642.19 71906.12 97.64 
Source: Ministry of Rural Development, 1998-99 at www.rural.nic.in 
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The target of employment generation during 1995-96 had been 
reduced to 8490.06 lakhs mandays due to successive fai lure of earlier 
periods of 1993-94 and 1994-95. At the same time, an increase in the 
total allocation of funds was observed. The combination of these two 
methods had resulted in a success and the target was achieved. But the 
continuation of this approach did not work in the next year. A target 
of 4141.37 lakhs mandays employment generation nearly half than the 
previous year was fixed in 1996-97 with a monetary allocation of Rs. 
2583.38 crores. Out of this available fund only 83.77 percent was 
utilized that helped in achieving the target by 93.24 percent. In 1997-
98, the performance of the JRY once again backed on the right track 
and achieved its target of 3864.90 lakhs mandays of employment by 
generating an employment of 3960.79 lakh mandays. 
At aggregate level the success rate of Jawahar Rozgar Yojna 
had been 97.64 percent. Since 1989-90 to 1998-99 (upto November 
98), 71906.12 lakh mandays of employment was provided to the rural 
poor against the target of 73642.19 lakhs mandays of employment 
generation. For this purpose the Government of India had allocated a 
fund of Rs. 36826.32 crores in which only Rs. 28892.71 crores were 
util ized. 
The performance of Jawahar Rozgar Yojna had proved 
deteriorating since 1994-95. Since then the target assigned to the JRY 
had continuously declined but even this declined target could not be 
achieve successfully. And due to this many criticism has been made 
against the implementation and working of this programme. The main 
criticisms are on these following grounds: 
( l ) T h e most powerful institution that regulated the working of 
Jawahar Rozgar Yojna was the village Panchayat. The 
schemes of JRY were administered and implemented through 
this institution. Due to involvement of local rural people in 
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administration, it was assumed tliat this would help in 
economizing the scheme and make the scheme more open. 
But after the implementation of the programme, practical 
diff icul t ies emerged. Too much expectation from a village 
level politician did not prove f ru i t fu l . This programme in the 
rural areas had been implemented without any 
accountability. A lot of interference of village level 
polit icians had created many problems in the way of smooth 
and independent funct ioning of the activit ies of the staff of 
development administration and banking machinery by 
Panch and Sarpanch of the Panchayats. 
(2)The creation of durable assets for el iminating the incidence 
of poverty with the help of employment generation 
distinguished the Jawahar Rozgar Yojna from the other rural 
developmental programmes. It also encourages the active 
part icipation of the rural masses in the programme activit ies. 
But it has been observed that the programme had not 
provided any concern towards the creation of durable assets 
for long-term employment generation otherwise inefficiently 
util izing the crores of scarce resources. 
(3)No critical examination had been made during its working 
period, which is responsible for leakages and wastage of 
funds. The village Panchayats does not have any teaching 
staff and thus it is diff icul t to prepare blue prints of the 
programe by them. Again the target of JRY is diluted in 
itself. For example, the National Rural Employment 
Programme promised to provide 180 days of employment to 
the rural people in a year but the Jawahar Rozgar Yojna 
accepted only 50-100 mandays of employment in a year to 
provide to the members of the rural households. 
189 
(4)Question is also raised on the criterion of allocation of funds 
to the states. Funds were allocated on the basis of the 
percentage share of population below the poverty line to the 
total rural poor population of the country. This had helped 
the bigger states only to get a handsome share of the total 
funds. 
CONCLUSION 
At the t ime of i n d e p e n d e n c e , bo th the e c o n o m i c and soc ia l 
c o n d i t i o n s w e r e very d i s t r e s s ing . The e c o n o m i s t s b e l i e v e d tha t , 
the re is an i m m e d i a t e need of r ap id e c o n o m i c g r o w t h to so lve 
the p e r s i s t i n g p r o b l e m s of p o v e r t y , u n e m p l o y m e n t , r e g i o n a l 
d i s p a r i t i e s , i ncome d i s t r i bu t ion e tc . D u r i n g more t han 50 yea r s 
of e c o n o m i c p l ann ing , Ind ia has a t t a ined s i g n i f i c a n t 
a c h i e v e m e n t s in a lmos t all d i r e c t i o n s of e c o n o m i c and soc ia l 
a d v a n c e m e n t . The GDP g r o w t h ra t e i n c r e a s e d to 5.5 (an 
a v e r a g e ) p e r c e n t in the r ecen t d e c a d e s f r o m a ve ry low g r o w t h 
ra te (3 .5 p e r c e n t ) of GDP. The soc ia l s ec to r a l so r e g i s t e r e d an 
i m p r o v e m e n t w i th the p a s s a g e of t ime . The p o v e r t y r a t e dec l i ned 
to 26 .1 p e r c e n t in 1999-00 f r o m 52.4 p e r c e n t in 1956-57 . 
To so lve these p r o b l e m s , a heavy i n v e s t m e n t was ca r r i ed 
out in co re sec to r s l ike i ron and s tee l i n d u s t r i e s and the 
p l a n n i n g mode l has changed to the soc i a l i s t p a t t e r n . It was the 
decade of 1 9 6 0 ' s when the doub t abou t the ' g r o w t h ' in so lv ing 
the p e r s i s t i n g soc ia l ev i l s , has been r a i s e d . The e x p e r i e n c e s of 
some La t in A m e r i c a n c o u n t r i e s and A f r i c a n c o u n t r i e s r e v e a l e d 
tha t a h igh c o n c e n t r a t i o n on e c o n o m i c g r o w t h is not s u f f i c i e n t 
for so lv ing the p r o b l e m of pove r ty and u n e m p l o y m e n t . It had 
been obse rved tha t a heavy r e l i ance on e c o n o m i c g r o w t h leads 
t o w a r d s unequa l d i s t r ibu t ion of i n c o m e and w e a l t h and h e n c e 
the e c o n o m i c power c o n c e n t r a t e d in f ew h a n d . Bu t many 
e c o n o m i s t l ike Simon K u z n e t s , d e f e n d e d and s ta ted tha t 
i nequa l i t i e s may g row in the shor t run as the e c o n o m y g r o w s , 
but in long run the b e n e f i t s of e c o n o m i c g r o w t h wi l l 
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a u t o m a t i c a l l y t r i c k l e - d o w n and the level of i nequa l i t y would 
f a l l . 
A f t e r c o m p l e t i o n of nea r ly one and a h a l f d e c a d e of 
e c o n o m i c p l a n n i n g , the u n s o l v e d p r o b l e m s of p o v e r t y and 
u n e m p l o y m e n t in Ind ia put a q u e s t i o n mark on the e f f e c t i v e n e s s 
of t he w o r k i n g of the t r i c k l e - d o w n t h e o r y . A p r o t e s t a g a i n s t th is 
n o t i o n had been , t h e r e f o r e led by P r o f . M a h b o o b u l H a q u e and 
the G o v e r n m e n t of Ind ia fe l t tha t t he re is a need of c h a n g e s in 
the m e t h o d s of p l a n n i n g . As a r e su l t , d i f f e r e n t pove r ty 
a l l e v i a t i o n and e m p l o y m e n t g e n e r a t i o n p r o g r a m m e s were 
i n t r o d u c e d , but the e c o n o m i c g r o w t h r e m a i n e d the p r i m e 
o b j e c t i v e of the Ind i an p l a n n i n g . Bu t the c r i s e s of 1991 fo r ced 
the p o l i c y m a k e r s to m o v e t o w a r d s g r ea t e r r e l i a n c e on the 
m a r k e t f o r c e s to so lve the g r o w i n g f i s ca l d e f i c i t and the b a l a n c e 
of p a y m e n t c r i s i s . It has been s ta ted by many e c o n o m i s t s tha t 
any i m p r o v e m e n t in e c o n o m i c e f f i c i e n c y and e c o n o m i c g rowth 
m i g h t h a v e been a c h i e v e d at the e x p e n s e of g r e a t e r i ncome 
inequa l i t y and d e c l i n i n g rea l i n c o m e fo r the p r i o r and m i d d l e 
c l a s se s . 
Thus , the f o r c e f u l a d o p t i o n of p o l i c i e s of o p e n n e s s pu t a 
g rea t c h a l l e n g e b e f o r e Ind ia , as to how wi l l it m a n a g e a 
c o m b i n a t i o n of f r e e marke t ba sed e c o n o m i c g r o w t h and equal 
d i s t r i b u t i o n of i n c o m e and w e a l t h a m o n g o t h e r s ? The bas ic 
ques t i on b e f o r e the p l a n n e r s w a s tha t , how th i s r e f o r m based 
g r o w t h w o u l d t ack l e the p r o b l e m s of soc ia l s e c t o r ? The p r e sen t 
s tudy is d e v o t e d to th is q u e s t i o n . For a c o m p a r a t i v e ana lys i s of 
e f f e c t i v e n e s s of e c o n o m i c g r o w t h in the pos t r e f o r m pe r iod and 
p r e - r e f o r m p e r i o d , in r e spec t of so lv ing the p r o b l e m of 
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i n e q u a l i t i e s , we have chosen f o u r d i m e n s i o n s for the 
m e a s u r e m e n t of i nequa l i t y v iz . , p o v e r t y , u n e m p l o y m e n t , 
r e g i o n a l d i spa r i t i e s and i n c o m e d i s t r i b u t i o n . 
D e s p i t e all odds , l ike s t r ange w e a t h e r c o n d i t i o n s Eas t 
A s i a n f i n a n c i a l c r i s i s , i n t e r n a t i o n a l s a n c t i o n s e tc , I nd i a has been 
the f a s t e s t g r o w i n g e c o n o m i e s of the w o r l d d u r i n g the pos t 
r e f o r m s p e r i o d . For th i s c red i t goes to the b road r a n g i n g f i s ca l 
and s t ruc tu r a l r e f o r m s u n d e r t a k e n d u r i n g 1990s . The d e c a d e of 
the p o s t r e f o r m pe r iod has r e c o r d e d an a c c e l e r a t i n g g r o w t h in 
the rea l G D P on an a v e r a g e of 5.8 p e r c e n t . But th i s h i g h g r o w t h 
of the e c o n o m y has been r e g a r d e d as l o p - s i d e d g r o w t h b e c a u s e 
th is h igh ra te of g r o w t h is on ly in the t e r t i a ry s e c t o r w i th a 
s l i gh t i m p r o v e m e n t in t he o the r s e c t o r s . At an a g g r e g a t e level 
the e c o n o m y has a k n i f e - e d g e i m p r o v e m e n t in the p o s t r e f o r m 
p e r i o d t h a n the p r e - r e f o r m p e r i o d . As our s tudy s h o w e d tha t , in 
Ind ia , the f a s t e r g rowth ra t e of G D P is on ly a n e c e s s a r y 
c o n d i t i o n fo r r e d u c i n g the leve l of i n e q u a l i t i e s , no t the 
s u f f i c i e n t c o n d i t i o n . The a v a i l a b l e s t a t i s t i c s on p o v e r t y and 
g r o w t h of the e c o n o m y revea l tha t , some t i m e s t h e s e two 
v a r i a b l e s have a p o s i t i v e r e l a t i o n s h i p and s o m e t i m e s n e g a t i v e . 
The a v e r a g e pove r ty ra t io has d e c l i n e d to 26 .1 p e r c e n t , but in 
a b s o l u t e t e rms , the c o n d i t i o n is not very s a t i s f a c t o r y . The 
n u m b e r of p e r s o n s l iv ing b e l o w the p o v e r t y l ine r e d u c e d to 260 
mi l l ion in 1999-00 f r o m 312 mi l l i on in 1993-94 , but r e m a i n e d 
more than the pe r iod of 1951 w h e n 164 mi l l i on p e o p l e were 
be low the pover ty l ine . 
D u r i n g the pos t r e f o r m p e r i o d , the rura l pove r ty ra t io has 
shown an up and down t r e n d . Q u e s t i o n c a n n o t be r a i sed abou t 
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the r e d u c t i o n in the i n c i d e n c e of p o v e r t y . But t h e r e is doub t , 
w h e t h e r th is r e d u c t i o n in the i n c i d e n c e of p o v e r t y is d i rec t ly 
i n f l u e n c e d by the g rowth of the e c o n o m y or due to s o m e o ther 
r e a s o n s . On the bas i s of a v a i l a b l e i n f o r m a t i o n we can c o n c l u d e 
tha t t h e r e is an absence of any w e l l - e s t a b l i s h e d r e l a t i o n s h i p 
b e t w e e n the g rowth of the e c o n o m y and r e d u c t i o n in the 
i n c i d e n c e of pove r ty . In 1992-93 d e s p i t e a g r o w t h ra t e of 5.0 
p e r c e n t the i n c i d e n c e of p o v e r t y has i n c r e a s e d . Bu t at the same 
t ime the p o v e r t y ra t io in the ru ra l a reas has d e c l i n e d and in the 
f o l l o w i n g year it dec l ined in the bo th u r b a n and ru ra l a reas 
w h e n the e c o n o m y g rew by 5.8 p e r c e n t . In 1994-95 once aga in 
p o v e r t y r a t i o i n c r e a s e d in the rura l as we l l as u r b a n a r e a s t h o u g h 
the e c o n o m i c g r o w t h ra te w a s 7.1 p e r c e n t . S ince t hen the 
pove r ty r a t io has s h o w n a d e c l i n i n g t r e n d . T h u s , at once 
e c o n o m i c g r o w t h and p o v e r t y r e d u c t i o n has a p o s i t i v e 
r e l a t i o n s h i p wh i l e it some t imes it has a n e g a t i v e . 
D u r i n g the pos t r e f o r m p e r i o d ( 1 9 9 9 - 0 0 ) , t he r a t e of 
r e d u c t i o n in pove r ty ra t io in the ru ra l a r ea s is l o w e r than the 
u r b a n a r e a s ; the pove r ty r a t i o has d e c l i n e d by n e a r l y 12 p e r c e n t 
in the ru ra l a reas wh i l e in the u rban a reas p o v e r t y r a t i o r e d u c e d 
by nea r ly 17 pe r cen t du r ing the r e f o r m p e r i o d . In the p r e - r e f o r m 
p e r i o d ( 1 9 8 3 - 9 2 ) , t hough the i m p r o v e m e n t in c o n d i t i o n of the 
poor is less than the r e f o r m p e r i o d , yet a h igh i m p r o v e m e n t has 
been r e c o r d e d in the rura l a reas than the u rban a r eas . D u r i n g the 
p r e - r e f o r m p e r i o d , pove r ty is r e d u c e d by more than 6 .00 p e r c e n t 
in the rura l a reas w h e r e a s in the u r b a n a reas p o v e r t y is r e d u c e d 
by only 0.6 p e r c e n t . T h e r e f o r e , fo r u rban a r ea s the pos t r e f o r m 
pe r iod has been f a v o u r a b l e fo r r e d u c i n g p o v e r t y and the p re -
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r e f o r m pe r iod f a v o u r s the rura l a reas in t e r m s of r e d u c t i o n in the 
pove r ty ra t io . 
The sec to ra l g rowth ra te of the e c o n o m y in the pos t -
r e f o r m s p e r i o d is not very d i f f e r e n t f r o m the p r e - r e f o r m p e r i o d . 
On an a v e r a g e , GDP grew more than 0 .2 p e r c e n t in the pos t -
r e f o r m p e r i o d than the p r e - r e f o r m p e r i o d . The g r o w t h ra te in 
a g r i c u l t u r e and a l l ied ac t iv i t i e s , m a n u f a c t u r i n g , c o n s t r u c t i o n , 
e l ec t r i c i t y , gas and wa te r supply is r e l a t i v e l y h i g h e r in the 
r e f o r m p e r i o d in c o m p a r i s o n to the p r e - r e f o r m p e r i o d . The 
g rowth ra te of the p u b l i c a d m i n i s t r a t i o n , d e f e n c e and o the r 
s e rv i ces is a l so h ighe r in the pos t r e f o r m p e r i o d t han the p r e -
r e f o r m p e r i o d . T h e s e se rv ices g r ew by 6 .6 p e r c e n t in the p re -
r e f o r m p e r i o d wh i l e i ts g r o w t h ra t e in the p o s t - r e f o r m p e r i o d has 
been 6.8 p e r c e n t . It is a lso , t h e r e f o r e , ve ry d i f f i c u l t to d e t e r m i n e 
tha t a p a r t i c u l a r pa t t e rn of g r o w t h is r e s p o n s i b l e f o r an 
i m p r o v e m e n t in the level of l iv ing of the I n d i a n s . 
The d i s t r i bu t i on of i ncome and w e a l t h is the o ther 
i m p o r t a n t index used in the p r e sen t s tudy to i n v e s t i g a t e in to the 
e f f e c t of g r o w t h on the soc ia l j u s t i c e a m o n g the I n d i a n m a s s e s . 
We h a v e used g i n i - c o e f f i c i e n t to m e a s u r e the leve l of i nequa l i t y 
in i n c o m e d i s t r i bu t ion . The f a i l u r e of t r i c k l e - d o w n theo ry is 
r e v e a l e d by the p r e sen t s tudy. D e s p i t e a h i g h e r g r o w t h ra t e of 
the e c o n o m y (7.7 p e r c e n t ) in 1983-84 , the c o n c e n t r a t i o n of 
i n c o m e and wea l th in few hands did not s top . Th i s h igh g r o w t h 
ra te of e conomy is d i s t r i bu ted a m o n g the h i g h e r i n c o m e g roups 
and a very l i t t le amoun t has been l e f t fo r the p o o r . For th i s year 
the va lue of g i n i - c o e f f i c i e n t rose to 30 .10 in the rura l a reas f r o m 
28 .30 in 1973-74 . D u r i n g 1986-87, t h o u g h the e c o n o m i c g r o w t h 
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r e d u c e d sharp ly by nea r ly 50 p e r c e n t but i n c r e m e n t in the va lue 
of g i n i - c o e f f i c i e n t was only 0 .05 in the rura l a reas . 
In con t r a s t to the b e h a v i o r of g i n i - c o e f f i c i e n t in 1983-84 , 
de sp i t e a r e l a t ive ly low ra te of e c o n o m i c g r o w t h , the v a l u e of 
g i n i - c o e f f i c i e n t in rura l a reas d e c l i n e d to its l owes t in 1989-90 . 
In a g g r e g a t e , the yea r s b e f o r e the e c o n o m i c r e f o r m s h a v e shown 
a d e c l i n i n g t e n d e n c y in the c o n c e n t r a t i o n of i n c o m e and wea l th 
in a f e w hands . We have f o u n d tha t , the a g r i c u l t u r e s e c t o r is the 
mos t i m p o r t a n t sec to r tha t p l ays an i m p o r t a n t r o l e in the 
d i s t r i b u t i o n of i n c o m e and w e a l t h in the rura l a r ea s . The s tudy 
f o u n d t h a t w h e n the a g r i c u l t u r a l g r o w t h ra te w a s 2 pe r cen t 
( d u r i n g 1983-84 to 1987-88) , the leve l of i n e q u a l i t y w a s h igh in 
the ru r a l a reas , but w h e n th i s s ec to r g r e w by n e a r l y 7 .3 p e r c e n t 
du r ing 1988-89 to 1990-91 , it s h o w n its e f f e c t i v e n e s s in t a c k l i n g 
the p r o b l e m of d i s t r i b u t i o n of i n c o m e and w e a l t h . T h u s , two 
r e su l t s have been a g g r e g a t e d f r o m the s tudy ; ( i ) W h e n the 
e c o n o m y g rew, it is no t n e c e s s a r y tha t it is go ing to a f f e c t the 
level of distVibution of i n c o m e and w e a l t h in t he ru ra l a reas . 
The re may be a p o s i t i v e or n e g a t i v e i m p a c t of the g r o w t h on the 
d i s t r i b u t i o n of i n c o m e and w e a l t h in the ru ra l a r ea s , and ( i i ) The 
g r o w t h ra te of a g r i c u l t u r a l s ec to r had p r o d u c e d a p o s i t i v e 
e f f e c t s in r e d u c i n g the level of i nequa l i t y in the ru ra l a reas 
du r ing the p r e - r e f o r m p e r i o d . 
In the pos t r e f o r m p e r i o d , the rura l a reas have o b s e r v e d an 
i n c r e m e n t in i nequa l i t i e s in d i s t r i b u t i o n of i n c o m e and w e a l t h in 
the very f i r s t year of the r e f o r m p e r i o d ( 1 9 9 2 - 9 3 ) , w h e n the 
va lue of g i n i - c o e f f i c i e n t i nc rea sed to 29 .88 f r o m 27 .71 in 1990-
91, de sp i t e a g rowth ra te of a g r i c u l t u r e sec to r by nea r ly 4 .00 
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p e r c e n t . In the nex t year the d i s t r i b u t i o n of i n c o m e improved 
w h e n the e c o n o m y r e g i s t e r e d an e c o n o m i c g r o w t h of 5.9 
p e r c e n t . But aga in in 1994-95 , the d i s t r i b u t i o n of i n c o m e and 
w e a l t h b e c a m e f r u s t r a t i v e , t h o u g h an i m p r e s s i v e g r o w t h ra t e has 
been r e c o v e r e d by the e c o n o m y as a w h o l e and in p a r t i c u l a r by 
a g r i c u l t u r e s ec to r . The cond i t i on of i n c o m e d i s t r i b u t i o n b e c o m e 
w o r s e in 1997-98 w h e n economy g rew by 6.0 p e r c e n t . The h igh 
e c o n o m i c g rowth of the pos t r e f o r m p e r i o d , t hus f a i l e d to so lve 
not on ly the e x i s t i n g i nequa l i t i e s in the d i s t r i b u t i o n of i ncome , 
but a l so it i nc rea sed in c o m p a r i s o n to the p r e - r e f o r m p e r i o d . 
A g a i n , the g r o w t h ra te of the a g r i c u l t u r e s e c t o r f a i l e d in 
r e d u c i n g the i n e q u a l i t i e s in the ru ra l a reas d u r i n g the pos t 
r e f o r m p e r i o d . 
The c o n d i t i o n of i n c o m e d i s t r i b u t i o n in the u r b a n a r ea s has 
a lways been m o r e u n e q u a l than the ru r a l a r ea s . In the p r e - r e f o r m 
p e r i o d , du r ing 1983-84 , e conomy h a s r e g i s t e r e d a c o n v i n c i n g l y 
h igh g r o w t h , but it p r o v e d m e a n i n g l e s s in s o l v i n g t he g r o w i n g 
i n e q u a l i t i e s in t he u rban a reas . A g r o w t h ra t e of 7 .7 p e r c e n t 
f a i l e d to i m p r o v e the cond i t i on of i n c o m e d i s t r i b u t i o n and 
i n e q u a l i t i e s i n c r e a s e d in 1983-84 . T h e gu l f b e t w e e n t he r i ch and 
the p o o r f u r t h e r w i d e n e d in 1986-87 w h e n t he e c o n o m y 
r e g i s t e r e d a c o m p a r a t i v e l y lower g r o w t h in t he p r e - r e f o r m 
p e r i o d . The g r o w t h ra te of the t e r t i a ry sec to r has been nea r ly 
d o u b l e the s e c o n d a r y sec to r . The level of i n e q u a l i t i e s r e m a i n e d 
more or less u n c h a n g e d du r ing 1986-87 to 1989-90 in the u rban 
r e g i o n . D u r i n g these years , i n e q u a l i t i e s in i n c o m e d i s t r i bu t i on 
were very h igh in u rban a reas wh i l e e c o n o m y grew by 6 .25 
pe rcen t a n n u a l l y . D u r i n g the same p e r i o d , the g r o w t h ra te of
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m a n u f a c t u r i n g sec to r was low in c o m p a r i s o n to the te r t i a ry 
s e c t o r . In the very nex t yea r the s e c o n d a r y s e c t o r g r e w by 7.4 
p e r c e n t to make an a g g r e g a t e g r o w t h ra t e of the e c o n o m y equal 
to 5.6 p e r c e n t . The g rowth in the s e c o n d a r y sec to r p r o v e d to be 
a b o o n fo r so lv ing the p e r s i s t i n g i n e q u a l i t i e s in t he u r b a n a reas 
in the p r e - r e f o r m p e r i o d . In case of the u rban a r e a s t h e r e f o r e , 
the s e c o n d a r y sec to r p l ays an i m p o r t a n t ro le in t he s o l v i n g the 
p r o b l e m of i nequa l i t i e s . 
The very f i r s t year of e c o n o m i c r e f o r m s ( 1 9 9 1 - 9 2 ) , has 
s h o w n a n e g a t i v e g rowth in bo th the a g r i c u l t u r a l and 
m a n u f a c t u r i n g sec to r s but a m a s s i v e g r o w t h has b e e n a t t a ined by 
the f i n a n c e and s e rv i ce s s ec to r s . Th i s m o u n t i n g g r o w t h o f the 
t e r t i a ry and n e g a t i v e g r o w t h of the m a n u f a c t u r i n g sec to r w i d e n 
the gap b e t w e e n the r i ch and the p o o r in the p o s t r e f o r m s p e r i o d . 
The g r o w t h ra te of 6 .0 p e r c e n t d u r i n g t he t w o c o n s e c u t i v e yea r s 
a f t e r 1992-93 , gave some he lp , to the d i s t r i b u t i o n of i n c o m e and 
w e a l t h . Bu t , desp i t e a h igh g r o w t h ra t e in a g g r e g a t e and a l so in 
the s e c o n d a r y sec to r the va lue of g i n i - c o e f f i c i e n t i n c r e a s e d to 
3 5 . 3 6 in 1995-96 in the u r b a n a r eas . A g a i n in 1997-98 , 
i n e q u a l i t i e s i nc rea sed w h e n the g r o w t h ra t e of the t e r t i a r y sec to r 
has been t r ip l e of the g r o w t h ra te in the m a n u f a c t u r i n g sec to r . 
For th i s year the va lue of g i n i - c o e f f i c i e n t b e c a m e nea r ly equal 
to the va lue of g i n i - c o e f f i c i e n t of 1963-64 . T h u s in the pos t 
r e f o r m pe r iod , the level of i n e q u a l i t i e s is not d e t e r m i n e d by the 
g r o w t h of the economy as wel l as the d i f f e r e n t i a l g r o w t h ra t e of 
d i f f e r e n t sec to r s of the economy in the U r b a n a r e a s . 
A n o t h e r impor t an t v a r i a b l e tha t has been i nc luded in the 
p r e s e n t r e sea r ch work is u n e m p l o y m e n t . In Ind ia the p r o b l e m of 
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u n e m p l o y m e n t is mos t ly s t ruc tu ra l in na tu r e . It is b e l i e v e d that 
the level of e m p l o y m e n t o p p o r t u n i t i e s d e p e n d s on the level of 
e c o n o m i c ac t iv i t i e s . As the level of e c o n o m i c ac t i v i t y is h igh , 
the leve l of u n e m p l o y m e n t wi l l be less and v i c e - v e r s a . To 
m e a s u r e the i n c i d e n c e of u n e m p l o y m e n t , the G o v e r n m e n t of 
Ind ia has accep t ed th ree m e a s u r e s v iz . , u sua l s t a tu s , cu r ren t 
w e e k l y s t a tus and cur ren t da i ly s t a tus . 
In 1985-86 , when the e c o n o m y g rew by 4 .5 p e r c e n t , the 
u n e m p l o y m e n t in the rura l a reas w a s 7.5 p e r c e n t f o r ma l e s and 
9 .0 p e r c e n t fo r f e m a l e s on the bas i s of cu r r en t da i ly s t a tus . The 
u n e m p l o y m e n t r a t e dec rea sed to 4 .6 p e r c e n t f o r m a l e s and 6.7 
p e r c e n t fo r f e m a l e s in the rura l a reas fo r the p e r i o d of 1987-88 
d e s p i t e a c o m p a r a t i v e l y lower g r o w t h ra t e of the e c o n o m y . The 
a g r i c u l t u r e sec to r has a n e g a t i v e g r o w t h in th i s p e r i o d . D u r i n g 
1993-94 , ru ra l ma l e s u n e m p l o y m e n t ra te aga in i n c r e a s e d to 5.6 
p e r c e n t on cu r ren t da i ly s ta tus bas i s w h i l e the e c o n o m y g rew by 
5.9 p e r c e n t in a g g r e g a t e and 3.9 p e r c e n t in t he a g r i c u l t u r e and 
a l l i ed sec to r s . In 1999-00 , aga in the p r o b l e m of u n e m p l o y m e n t 
has i n c r e a s e d and r eached 7.2 p e r c e n t fo r r u r a l m a l e s and 6 .8 
p e r c e n t f o r rura l f e m a l e s . In th i s yea r e c o n o m i c g r o w t h w a s 6.1 
p e r c e n t in a g g r e g a t e whi le the a g r i c u l t u r e s ec to r g r e w by 1.4 
p e r c e n t on ly . Thus , it is c o n c l u d e d tha t (i) The u n e m p l o y m e n t 
ra te was lower in the p r e - r e f o r m p e r i o d than the pos t r e f o r m 
pe r iod in the rura l a reas , and ( i i ) in the p r e - r e f o r m p e r i o d , the 
a g r i c u l t u r e sec to r had not p l ayed any i m p o r t a n t ro le in 
d e t e r m i n i n g the level of u n e m p l o y m e n t w h e r e a s in the pos t 
r e f o r m pe r iod it p lays an impor t an t ro le in th i s con t ex t . A 
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d e c l i n e in the ra te of a g r i c u l t u r e g rowth has i n c r e a s e d the level 
of u n e m p l o y m e n t in the rura l a reas du r ing the r e f o r m s pe r iod . 
In the u rban a reas , u n e m p l o y m e n t ra te was 9 .2 p e r c e n t fo r 
m a l e s and 11.00 p e r c e n t fo r f e m a l e s du r ing 1985. A h igh g rowth 
ra t e of the s e c o n d a r y and the t e r t i a ry sec to r h a s h e l p e d u rban 
m a l e s and u n e m p l o y m e n t ra te ha s d e c l i n e d . B u t u r b a n f e m a l e s 
r e m a i n h e l p l e s s f r o m th is m o u n t i n g g r o w t h of t he e c o n o m y and 
t h e i r u n e m p l o y m e n t r a t e i n c r e a s e d . In the p o s t r e f o r m pe r iod , 
t h e u n e m p l o y m e n t ra te of u r b a n m a l e s d e c r e a s e d to 6 .7 p e r c e n t 
d u r i n g 1993-94 , w h e n t he e c o n o m i c g r o w t h w a s 5.9 p e r c e n t wi th 
a m o u n t i n g g r o w t h in t he t e r t i a ry s e c t o r equa l to 13.4 p e r c e n t . 
Fo r t he same yea r , the u n e m p l o y m e n t ra te f o r u r b a n f e m a l e s 
f u r t h e r rose and b e c a m e 10.5 p e r c e n t . A f t e r t he c o m p l e t i o n of 
n e a r l y one d e c a d e of e c o n o m i c r e f o r m s , u n e m p l o y m e n t r a t e for 
t he u r b a n ma les f u r t h e r i n c r e a s e d but r e m a i n e d less than 1987-
88. T h e u n e m p l o y m e n t ra te of u r b a n f e m a l e s ha s r e g i s t e r e d a 
d e c l i n e du r ing the w h o l e d e c a d e of e c o n o m i c r e f o r m s . In the 
p o s t r e f o r m pe r iod t h e r e f o r e , it is ve ry d i f f i c u l t to e s t a b l i s h any 
r e l a t i o n s h i p b e t w e e n the g r o w t h ra t e o f the e c o n o m y as a w h o l e 
or a p a r t i c u l a r s ec to r and the r e d u c t i o n in u n e m p l o y m e n t ra te in 
the u r b a n a reas . 
The p r o b l e m of r e g i o n a l d i s p a r i t i e s is not n e w to Ind ia . It 
is as old as the Ind i an c iv i l i z a t i on . In t he p r e s e n t s tudy , w e have 
d i v i d e d the Ind ian t e r r i to ry in to d i f f e r e n t r e g i o n s . T h o u g h , t he r e 
are a n u m b e r of d i m e n s i o n s of r e g i o n a l d i s p a r i t i e s , yet we have 
i n c l u d e d only s ix v a r i a b l e s . T h e s e are - ne t s t a te d o m e s t i c 
p r o d u c t , per cap i t a ne t s ta te d o m e s t i c p r o d u c t , pove r ty ra t io , 
l i t e racy ra te , l i fe e x p e c t a n c y and i n f a n t mor t a l i t y ra te . 
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The net s ta te domes t i c p r o d u c t of a s t a te r e p r e s e n t s its 
sha re in the e c o n o m i c ac t iv i ty of the coun t ry . In 1981 , the share 
of U t t a r P r a d e s h w a s h ighes t in the e c o n o m i c ac t i v i t y of the 
c o u n t r y . Second p o s i t i o n was c a p t u r e d by M a h a r a s h t r a by 
p r o d u c i n g g o o d s and se rv ices equa l to the v a l u e o f Rs . 15473 
C r o r e s . The o the r t h r ee s ta tes in t e r m s of f i v e top e a r n e r s were , 
W e s t B e n g a l , M a d h y a P r a d e s h and T a m i l N a d u . The lowes t 
c o n t r i b u t i o n in e c o n o m i c ac t iv i t i e s w a s m a d e by S i k k i m in 1980. 
The o the r t h r ee s t a tes w i th lowes t sha re in e c o n o m i c ac t i v i t i e s 
w e r e M i z o r a m , A n d a m a n & N i c o b a r and A r u n a c h a l P r a d e s h . 
A f t e r the c o m p l e t i o n of o n e - d e c a d e the s i t u a t i o n w a s not very 
d i f f e r e n t , M a h a r a s h t r a and Ut ta r P r a d e s h had e x c h a n g e d the i r 
p o s i t i o n s wi th each o ther . Wes t B e n g a l r e m a i n e d at the th i rd 
p o s i t i o n w h i l e A n d h r a P radesh fe l l to p o s i t i o n f r o m 
p o s i t i o n in 1980-81 . M a d h y a P r a d e s h r e a c h e d p o s i t i o n f r o m 
4*'' p o s i t i o n . The cond i t i on of S ikk im did not c h a n g e a f t e r the 
c o m p l e t i o n of ten yea r s and st i l l it is in the lowes t e a r n i n g s ta te 
in I n d i a . Thus , du r ing the w h o l e d e c a d e of t he p r e - r e f o r m 
p e r i o d , c o n d i t i o n of r eg iona l d i s p a r i t i e s r e m a i n u n c h a n g e d . 
A f t e r c r o s s i n g ten yea r s of the e c o n o m i c r e f o r m , t he e c o n o m i c 
e n v i r o n m e n t did not change fo r S i k k i m . It c o n t i n u e d as the 
l owes t c o n t r i b u t i n g s ta te in the to ta l o u t p u t . M a h a r a s h t r a 
m a n a g e d to sus t a in as the h ighes t c o n t r i b u t o r to e c o n o m i c 
a c t i v i t i e s . The cond i t i on of r e g i o n a l d i s p a r i t i e s , t h e r e f o r e , 
r e m a i n e d u n c h a n g e d in both the pos t r e f o r m p e r i o d and the p re -
r e f o r m e d p e r i o d . 
The d i f f e r e n c e in the per cap i t a ne t s t a te d o m e s t i c p r o d u c t 
has been r e g a r d e d as ano the r impor t an t i n d i c a t o r fo r m e a s u r i n g 
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t he d i s t r i bu t ion of i ncome and w e a l t h in the d i f f e r e n t r eg ions . 
D u r i n g the pe r iod of 1980-81 . A n d m a n and N i c o b a r w a s on the 
top in r e spec t of pe r cap i t a net s ta te d o m e s t i c p r o d u c t . The o ther 
f o u r s t a tes in t e rms of the h ighes t pe r cap i t a ne t s t a t e d o m e s t i c 
p r o d u c t were De lh i , P o n d i c h e r r y , the P u n j a b and G o a f o r the 
p e r i o d of 1980-81 . The lowes t p e r c a p i t a i n c o m e w a s r e c o r d e d by 
B i h a r . The second lowes t p e r c a p i t a g e n e r a t i n g s t a t e w a s A s s a m . 
O t h e r lowes t i n c o m e g e n e r a t i n g s t a t e s w e r e Or r i s a , M a n i p u r and 
M i z o r a m . The to t a l n u m b e r of s t a t e s w h o s e pe r c ap i t a i n c o m e 
w a s less than I n d i a ' s per cap i t a i n c o m e w e r e s i x t e e n , s h o w i n g 
tha t m o r e than 50 p e r c e n t s ta tes had per c ap i t a i n c o m e lower 
t han the na t iona l pe r cap i t a i n c o m e . The gap b e t w e e n the h i g h e s t 
pe r cap i t a net s ta te d o m e s t i c p r o d u c t and lowes t p e r cap i t a ne t 
s t a te d o m e s t i c p r o d u c t was Rs . - 3 5 2 6 . 
In 1990-91 , De lh i and A n d m a n & N i c o b a r , e x c h a n g e d t he i r 
p o s i t i o n s . The c o n d i t i o n s of A s s a m and J a m m u & K a s h m i r seem 
to be u n f a v o u r a b l e for the i r na t i ve s . E v e n ten y e a r s , B i h a r f a i l ed 
to i m p r o v e its e c o n o m i c s ta tus and the pe r cap i t a i n c o m e of its 
n a t i v e s r e m a i n e d lowes t du r ing 1990-91 . D u r i n g t h e s e ten yea r s , 
the d e g r e e of r e g i o n a l d i spa r i t i e s has i n c r e a s e d . The gap 
b e t w e e n the s ta tes of h ighes t i n c o m e g roup and the lowes t 
i n c o m e g roup inc reased to Rs . 8407 in 1990-91 f r o m Rs . 3526 in 
1980-81 . Fu r the r the n u m b e r of s t a tes w h o s e per c a p i t a i n c o m e 
was lower than the ave rage a lso i n c r e a s e d in 1990-91 . 
In the pos t r e f o r m pe r iod , the pe r c ap i t a i n c o m e of 
C h a n d i g a r h was the h ighes t . The r e f o r m p r o c e s s has c rea ted a 
c o n d u c i v e e n v i r o n m e n t fo r the d w e l l e r s of P o n d i c h e r r y . It s tood 
at pos i t i on in 1999-2000 f r o m in the p r e - r e f o r m p e r i o d . 
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Delh i con t i nued at second p o s i t i o n . Ke ra l a , M i z o r a n and A n d h r a 
P r a d e s h h a v e r e g i s t e r e d some i m p r o v e m e n t in t h e p o s t r e f o r m 
p e r i o d . 
The p e r s i s t e n c e of pove r ty in the Ind ian soc i e ty has been 
the m o s t a c k n o w l e d g e d p r o b l e m . The p o v e r t y r a t i o f o r d i f f e r e n t 
s t a t e s has been obse rved s ince the e x i s t e n c e of s o v e r e i g n Ind ia . 
The ana ly s i s f o u n d tha t , the h i g h e s t p o v e r t y r a t i o in the ru ra l 
a r e a s w a s f o u n d in wes t B e n g a l in 1973-74 . D e l h i had the lowes t 
p o v e r t y ra t io du r ing th is p e r i o d . A n d thus , a gap of 4 7 . 7 2 
p e r c e n t of p o v e r t y had been o b s e r v e d b e t w e e n t h e s t a te of the 
h i g h e s t pove r ty r a t io and the lowes t p o v e r t y r a t i o . The c o m b i n e d 
( ru ra l and u r b a n ) pove r ty r a t io d u r i n g 1973-74 to 1999-2000 , 
g r a d u a l l y dec l i ned to 47 .15 p e r c e n t f r o m 6 6 . 1 8 p e r c e n t in 
O r i s s a , and 42 .60 pe r cen t f r o m 61 .91 p e r c e n t in B i h a r . The 
s t a t e s l ike Ke ra l a , Wes t B e n g a l , Tami l N a d u and U t t a r P r a d e s h 
h a v e p r o d u c e d e n c o u r a g i n g r e s u l t s du r ing t he r e f o r m p e r i o d . 
The m o n u m e n t a l r e d u c t i o n in the p o v e r t y r a t io in t h e s e s t a tes is 
the r e s u l t of e c o n o m i c g rowth and i ts d i s t r i b u t i o n a m o n g the 
poor m a s s e s . K e r a l a has f o c u s e d on h u m a n r e s o u r c e 
d e v e l o p m e n t w h e r e a s Wes t B e n g a l gave m o r e s t ress on 
i m p l e m e n t a t i o n of land r e f o r m s m e a s u r e s and e m p o w e r m e n t of 
P a n c h a y a t s . A n d h r a P radesh i m p r o v e d the level of l i v ing of i ts 
n a t i v e s by fa i r i m p l e m e n t a t i o n of PDS of f o o d g r a i n s . 
The level of d e v e l o p m e n t of h u m a n be ing of a c o u n t r y is 
t ru ly dep i c t ed by the i nd i ca to r s l ike l i t e r acy ra te , l i f e 
e x p e c t a n c y ra te and in f an t mor t a l i t y ra te . T h e r e is a w i d e 
va r i a t i on in the d i s t r i bu t i on of t hese i n d i c a t o r s a c ro s s the s t a t e s . 
A c c o r d i n g to 1991 census K e r a l a has the h i g h e s t l i t e racy ra te 
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and M a h a r a s h t r a was on the second p o s i t i o n . We have found that 
the l i t e racy gap b e t w e e n these two s ta tes - s ta te at the f i r s t and 
the second pos i t i on , is 25 p e r c e n t . B iha r was at the bo t tom in 
th i s r e spec t , R a j a s t h a n was at the s econd p o s i t i o n f r o m bo t tom. 
T h e gap b e t w e e n the s ta te of the h i g h e s t l i t e r acy ra te and the 
l o w e s t l i t e racy ra te in the p r e - r e f o r m p e r i o d has been 57.33 
p e r c e n t . 
In the p o s t - r e f o r m pe r iod (2001 ) , c ensus of Ind ia r evea l s 
t ha t K e r a l a r e t a in s its ea r l i e r p o s i t i o n . A c c o r d i n g to th i s census 
90 p e r c e n t of p e o p l e of k e r a l a are l i t e ra te . T h e d e v e l o p m e n t 
p r o c e s s of the pos t r e f o r m p e r i o d did not a f f e c t the p o s i t i o n of 
M a h a r a s h t r a . It r e m a i n e d at the s econd p o s i t i o n in t e r m s of 
l i t e r acy ra te . Bu t in t e rms of l i t e r acy gap b e t w e e n t he se two 
s ta tes , has r e d u c e d in the pos t r e f o r m s p e r i o d . D u r i n g the w h o l e 
d e c a d e of the e c o n o m i c r e f o r m s , R a j a s t h a n r e g i s t e r e d the 
h i g h e s t i nc r emen t in the l i t e r acy ra te . The c o n d i t i o n of B i h a r 
r e m a i n e d u n t o u c h e d f r o m the b e n e f i t s of the e c o n o m i c r e f o r m s 
and t h e r e f o r e , i nequa l i t i e s a m o n g the s ta tes in t e r m s of l i t e racy 
r a t e r e m a i n e d u n c h a n g e d du r ing the r e f o r m p e r i o d . 
T h e o ther two ind ices tha t m e a s u r e the p h y s i c a l qua l i ty of 
l i f e a re the i n f a n t mor t a l i t y ra te and the l i f e e x p e c t a n c y ra te . In 
r e s p e c t of the i n f an t mor t a l i t y ra te , K e r a l a w a s on the top in 
1990, f o l l o w e d by, the P u n j a b , M a h a r a s h t r a and Wes t B e n g a l . 
A f t e r the c o m p l e t i o n of n ine yea r s , s i tua t ion does not c h a n g e 
and K e r a l a ho ld its top p o s i t i o n . Or i s s a has been in the wors t 
c o n d i t i o n in 1999. The s tudy r e v e a l s tha t t h e r e is a h igh gap 
b e t w e e n the i n f an t mor t a l i t y ra te of K e r a l a and Or i s sa , s h o w i n g 
the p e r s i s t e n c e of i nequa l i t i e s du r ing the r e f o r m p e r i o d . 
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A c c o r d i n g to ava i l ab l e da ta the l i fe e x p e c t a n c y ra te du r ing 
1989-93 , K e r a l a was aga in on the top . The a v e r a g e l i f e of an 
i n d i v i d u a l in ke ra la was, 71 .7 yea rs . The P u n j a b w a s at the 
s e c o n d p o s i t i o n wi th a l i f e e x p e c t a n c y ra t e of 66 .4 yea r s . 
M a d h y a P r a d e s h was in a bad c o n d i t i o n in t h i s r e s p e c t . The 
a v e r a g e l i f e of p e o p l e of M a d h y a P r a d e s h w a s the l o w e s t a m o n g 
all s t a t e s . The gap b e t w e e n the s ta tes of f i r s t p o s i t i o n and 
s e c o n d pos i t i on in t e rms of a v e r a g e l i f e of i n d i v i d u a l s , w a s 18 
y e a r s , r e p r e s e n t s the ex ten t of r e g i o n a l d i s p a r i t i e s . D u r i n g the 
r e f o r m p e r i o d ( 1 9 9 3 - 9 7 ) the c o n d i t i o n has i m p r o v e d bu t the 
ex t en t of gap b e t w e e n the s t a tes r e m a i n s m o r e or less 
u n c h a n g e d . 
F r o m , the a b o v e r e su l t s , it has been p r o v e d t h a t the g r o w t h 
of the e c o n o m y may lead to the u p l i f t m e n t of t he p o o r . Bu t , th i s 
wi l l h a p p e n only w h e n the s ec to ra l g r o w t h ra t e is b a l a n c e d . The 
p r i m a r y sec to r is h igh ly i n f l u e n c i a l in the d i s t r i b u t i o n of I n c o m e 
and w e a l t h in the ru ra l a reas and the s e c o n d a r y & t e r t i a r y sec to r 
h a v e the i r i n f l u e n c e over the u rban r e g i o n s . Our f i r s t h y p o t h e s i s 
has been p r o v e d to be co r r ec t and s i g n i f i c a n t , b e c a u s e we have 
a t t a i n e d c o m p a r a t i v e l y h ighe r g r o w t h ra te in t he p o s t r e f o r m 
p e r i o d , w h i l e the d e g r e e o f i nequa l i t y r e m a i n s u n c h a n g e d . The 
s e c o n d p r o p o s i t i o n of the s tudy a l so looks s t rong and p r o v e d , as 
r e v e a l e d by the ava i l ab l e da ta . In the r e f o r m p e r i o d the d e c l i n e 
in the pove r ty ra t io is h igh ly r e c o r d e d by the u r b a n a r ea s and 
the va lue of g i n i - c o e f f i c i e n t i n c r e a s e s in the u r b a n a reas 
w h e r e a s in the rura l a reas it is nea r ly s t a g n a n t . T h e s h a r e of the 
s e c o n d a r y and t e r t i a ry sec to r s is a l so h igh in the G D P g r o w t h 
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w h i l e the p r imary sec tor r e m a i n s a less s i g n i f i c a n t c o n t r i b u t o r in 
the g rowth p r o c e s s . 
The ag r i cu l t u r a l g rowth ra te has s h o w n a p o s i t i v e r e s p o n s e 
t o w a r d s r e d u c t i o n in pove r ty r a t io in the ru ra l a r ea s . It a l so 
d e c r e a s e s the c o n c e n t r a t i o n of i n c o m e and w e a l t h in the rura l 
r e g i o n s . At the same t ime the i n c o m e d i s t r i b u t i o n has been 
p o s i t i v e l y i n f l u e n c e d by the s e c o n d a r y and t e r t i a r y sec to r s 
d u r i n g the p r e - r e f o r m p e r i o d . Bu t in the p o s t r e f o r m p e r i o d 
s e c o n d a r y and t e r t i a ry s ec to r s h a v e no t b e e n i n f l u e n t i a l in 
s o l v i n g th is p r o b l e m . Thus , some t imes our th i rd p r o p o s i t i o n 
looks r e l e v a n t and s o m e t i m e s no t . 
T h o u g h pove r ty has r e d u c e d and qua l i ty of l i f e has 
i m p r o v e d but i n c o m e d i s t r i b u t i o n in the u r b a n a reas have been 
i n c r e a s e d and r e m a i n e d s t a g n a n t in the ru ra l a reas . 
U n e m p l o y m e n t has i nc rea sed in the u rban as we l l as in the rura l 
a r e a s in the r e f o r m p e r i o d . T h e r e f o r e , the r e su l t s of the s tudy 
a re m i x e d . H e n c e , if we c a n n o t say tha t i n e q u a l i t i e s h a v e no t 
i n c r e a s e d (based on our f i n d i n g s on p o v e r t y ) , we a l so canno t 
c l a im tha t i nequa l i t i e s have r e d u c e d (on the bas i s of r e m a i n i n g 
p a r a m e t e r s in our s tudy) , It may be c o n c l u d e d tha t i n e q u a l i t i e s 
c o n t i n u e to be more or less s t a g n a n t . 
The g r o w i n g a w a r e n e s s , t h r o u g h ICE r e v o l u t i o n abou t the 
s t ab le i n e q u a l i t i e s in the Ind ian soc ie ty , has f o r c e d the p l a n n e r s 
to t ake care of it. D u r i n g the p re and pos t r e f o r m p e r i o d the 
G o v e r n m e n t of Ind ia in the f o r m of d i f f e r e n t p o v e r t y a l l e v i a t i o n 
and e m p l o y m e n t g e n e r a t i o n p r o g r a m m e s has waged a war 
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against this stable inequality. In terms of their achievements, 
these programmes are very much successful against their target. 
But the continuation of unchanged inequalities puts a 
question mark on their success. It became obvious that, there is 
some mismanagement in the implementation of these 
programmes, either in terms of identification of needy or in 
terms of resource allocation and resource util ization. These 
problems are the real causes of the persistence of the widespread 
inequalities in India. 
The first and the most important factor that is responsible 
for ineffect iveness in the working of different poverty 
alleviation and employment generation programmes is the lack 
of information among the Indian masses. Illiterate and 
uneducated people of India do not know their rights and 
privileges provided by the Government of India. In the name of 
poor, few rich families get the advantages of these programmes. 
To solve this paradox, it is necessary to introduce 
administrative reforms, to make the poverty alleviation 
programmes successful besides information and access to the 
general masses. It is also necessary to free the programmes from 
bureaucratic strangle hold. 
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